Please note: These transcripts are not individually reviewed and approved for accuracy.

BEFORE THE
CALI FORNI A | NTEGRATED WASTE MANAGEMENT BOARD MARKET
DEVELOPMENT COWM TTEE

IN THE MATTER OF THE:

N N N’

MARKET DEVELOPMENT

COW TTEE MEETI NG )
)
DATE AND TI ME: THURSDAY, AUGUST 7, 1997
9:30 A M
PLACE: BOARD HEARI NG ROOM

8800 CAL CENTER DRI VE
SACRAMENTO, CALI FORNI A

REPORTER: BETH C. DRAIN, RPR, CSR
CERTI FI CATE NO. 7152

BRS FI LE NO. : 41082



APPEARANCES MR. PAUL RELI S,
CHAI RMAN MR. WESLEY CHESBRO, MEMBER
MR. DANI EL G. PENNI NGTON, MEMBER

STAFF PRESENT

MR. RALPH CHANDLER, CHI EF EXECUTI VE OFFI CER
MS. DEBORAH BORZELLERI, LEGAL COUNSEL

MS. DONNELL DUCLO, COWM TTEE SECRETARY



Please note: These transcripts are not individually reviewed and approved for accuracy.

I NDEX

CALL TO ORDER 5

| TEM 1: REPORT FROM THE DEPUTY DI RECTOR 5

| TEM 2: PRESENTATI ON OF QUARTERLY PROGRESS REPORT ON
THE RECYCLI NG MARKET DEVELOPMENT ZONE PROGRAM S
MARKETI NG STRATEGY FOR 1996- 1997.

STAFF PRESENTATI ON 12
PUBLI C TESTI MONY

DI SCUSSI ON 17
ACTI ON

| TEM 3: ORAL PRESENTATI ON ON LOCAL GOVERNMENT
ACTIVITIES | N RECYCLI NG MARKET DEVELOPMENT ZONES.

STAFF PRESENTATI ON 19, 31
PUBLI C TESTI MONY

DI SCUSSI ON 27
ACTI ON

| TEM 4:  CONSI DERATI ON OF CONTRACT CONCEPTS FOR
MARKETI NG THE RECYCLI NG MARKET DEVELOPMENT ZONES FOR
FY "97-'98.

STAFF PRESENTATI ON 42
PUBLI C TESTI MONY 47
DI SCUSSI ON 50
ACTI ON 52

| TEM 5:  CONSI DERATI ON OF METHODS TO | NCREASE LOANS
PROCESSED.

STAFF PRESENTATI ON 53
PUBLI C TESTI MONY

DI SCUSSI ON 55
ACTI ON 61



| TEM 6: CONSI DERATI ON OF A REVI SED RECYCLI NG MARKET
DEVELOPMENT REVOLVI NG LOAN PROGRAM PRI ORI TY RATI NG
SYSTEM

STAFF PRESENTATI ON 62
PUBLI C TESTI MONY

DI SCUSSI ON 64
ACTI ON 66

| TEM 7:  CONSI DERATI ON OF THE METHODOLOGY AND
CALCULATI ON OF THE PRELI M NARY 1996 AND REVI SED 1995
CALI FORNI A POSTCONSUMER PAPER UTI LI ZATI ON RATE.

STAFF PRESENTATI ON 66
PUBLI C TESTI MONY
DI SCUSSI ON 70
ACTI ON 88

| TEM 8: OPEN DI SCUSS| ON NONE

| TEM 9:  ADJOURNMENT 90



Please note: These transcripts are not individually reviewed and approved for accuracy.



1 SACRAMENTO, CALI FORNI A; AUGUST 7, 1997

2 9:30 A M

3

4 CHAI RMAN RELI'S:  OKAY. GOOD MORNI NG

5 WE' LL CALL TO ORDER THE MEETI NG OF THE MARKET
6 DEVELOPMENT COWM TTEE. DONNELL, WOULD YQOU
PLEASE

7 CALL THE ROLL.

8 THE SECRETARY: MEMBER PENNI NGTON.

9 MEMBER PENNI NGTON:  HERE.

10 THE SECRETARY: MEMBER CHESBRO, ABSENT.
11 CHAI RMAN RELI S.

12 CHAI RMAN RELI S:  HERE.

13 ANY EX PARTE COVMUNI CATI ONS?

14 MEMBER PENNI NGTON:  NO, | DON T BELI EVE
15 SO.

16 CHAI RMAN RELI' S:  |' M CURRENT AS WELL.
SO

17 W TH THAT, WE W LL MOVE | NTO THE AGENDA.

18 " LL NOTE AT THE OUTSET THAT
ANYONE

19 WHO W SHES TO SPEAK ON AN | TEM BEFORE THE

20 COW TTEE PLEASE FILL OUT THE FORM AT THE BACK
OF

21 THE ROOM AND BRING I T FORWARD TO Ms. DUCLO HERE

I N
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22 FRONT.

23 " LL NOW TURN I T OVER TO CAREN

24 TRGOVCI CH OF OUR STAFF TO Gl VE THE MARKET
REPORT.

25 M5. TRGOVCI CH: GOOD MORNI NG, CHAI RVAN
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RELI'S AND MEMBERS. |'M CAREN TRGOVCI CH, DEPUTY
DI RECTOR OF THE WASTE PREVENTI ON AND MARKET
DEVELOPMENT DI VI SION. | HAVE A FEW SHORT | TEMS
FOR YOU THI S MORNI NG BEFORE WE GET | NTO TODAY' S
AGENDA.

I JUST WANTED TO UPDATE YOU ON THE
STATUS OF THE $15, 000 GRANT FROM U. S. EPA AROUND
THE BOARD S COMPOST AGRI CULTURAL DEMO PRQIJECTS.
AS YOU W LL REMEMBER, EPA WAS SO VERY | MPRESSED
WTH THE WORK THAT WE' D DONE, THE PUBLI CATI ON OF
THE FI NAL REPORTS AND THE OUTCOVE, AND THE OUTCOME
BEI NG THAT AT WORST- CASE THE APPLI CATI ON OF
COWPOST | S NOT DETRI MENTAL TO AGRI CULTURE AND, | N
FACT, WE' RE SEEI NG SOME VERY POSI TI VE HEALTHY
BENEFI TS THERE, THEY HAVE AGREED TO GRANT US AND
HAVE NOW APPROVED OUR FI NAL WORK PLAN AROUND THE
$15, 000 GRANT WHICH W LL BE USED TO PUBLI Cl ZE THE
RESULTS COM NG OUT OF THOSE DEMO PROJECTS.

SO VWVE ARE NOW GAI NI NG FEDERAL
ASSI STANCE | N BEI NG ABLE TO GET THE WORD QOUT,

THAT' S GO NG TO PLAY VELL | NTO THE WORK THAT

OFFI CE, MEMBER RELI'S, IS DO NG WTH THE RCD S

AROUND THE STATE, AS WELL AS THE WORK THAT THE
STAFF IS DO NG I N TRYI NG TO BE ABLE TO
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25 AND PROMOTE AGRI CULTURAL USE OF COMPOST. SO
THI' S
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| S A NEXT VERY POSI TI VE STEP.

CHAI RMAN RELI' S: MAYBE, JUST SI NCE SO
MANY ACRONYMS FLOAT AROUND THI S AGENCY AND MANY
OTHERS, WHAT' S RCD?

MS. TRGOVCI CH: RESOURCE CONSERVATI ON
DI STRI CT.

CHAl RMAN RELI' S:  THAT' S PART OF THE --
WELL, IT"S THE WHOLE AGRI CULTURAL NETWORK.

MS. TRGOVCI CH: CORRECT. AND TO THE
AVAI LABI LI TY OF FUNDS AT THE FEDERAL LEVEL, TO BE
ABLE TO BE MADE AVAI LABLE TO AGRI CULTURAL
OPERATI ONS TO PROMOTE EROSI ON CONTRCL ACTI VI TI ES,
WATER QUALI TY | MPROVEMENT ACTI VI TIES, ETC. WE RE
SEEI NG THE APPLI CATI ON OF COMPOST AND MULCH
THROUGH THOSE DI STRI CTS AS BEI NG ONE VI ABLE
ALTERNATI VE AND POSSI BLY AVAI LABLE AS AN
| NCENTI VI ZED ACTI VI TY UNDER THAT PROGRAM

CHAI RMAN RELI'S: | M GHT JUST NOTE IN
THAT REGARD THAT THI S WEEK OUR OFFI CE RECEI VED
WORD THAT THE FI RST RCD APPLI CATION TO USE -- TO
MAKE COWPOST AN ELI G BLE ACTI VI TY FROM URBAN-
DERI VED WASTE FOR FEDERAL MONEY WAS SELECTED, |
BELI EVE, A WEEK AGO OR WEEK AND A HALF AGO I N

DAVIS. | THI NK THE RCD GROUP MEETS ANNUALLY AND
SELECTS PRQJIECTS. SO THI'S RANKED NO. 1 IN THE
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STATE. COWOST |'S A PORTI ON OF THAT.
MS. TRGOVCI CH:  KIND OF ON THAT SAME

NOTE, MAYBE JUST TO UPDATE YOU, AS YOU REMEMBER,
CALTRANS RECENTLY SPECI FI ED THE USE OF COWPCOST I N
THE APPLI CATI ONS OF EROSI ON CONTROL | N VARI OUS
PRQIECTS ARCUND THE STATE. AND THEY TURNED TO US
AND WE THEN MAI LED TO A HUNDRED FI FTY CONTRACTORS
STATEW DE WHO MAY BE ELI Gl BLE FOR THE NEW STATE
HI GHWAY CONSTRUCTI ON PROJECTS, NOTI FYI NG THEM OF
THE ABILITY TO THEN USE COMPOST | N THESE SPECI FI ED
PROQJECTS.

AND ONE OF THE THI NGS WE' LL BE DO NG
AS VEELL |I'S WORKI NG W TH THE ACTUAL COWPOST
PRODUCERS SO THAT WE CAN ENSURE THAT THERE' S
SUFFI CI ENT SUPPLY TO MEET THI'S RUN AND RUSH ON
COWPOST | N THE STATE TO MEET THESE STATE H GHWAY
NEEDS. SO WE' RE MOVI NG DOWN THAT PATH AS WELL.

W THI N THE AREA OF THE ZONE LOAN
PROGRAM MY MONTHLY UPDATE I N THI S AREA, WE HAVE
CLOSED 54 LOANS I N THE AMOUNT OF $21.5 M LLI ON.
WE CURRENTLY HAVE SEVEN ACTI VE LOANS TOTALI NG $4. 2
M LLI ON VWHI CH HAVE BEEN APPROVED BY THE BOARD BUT
HAVE NOT YET CLOSED FOR A VARI ETY OF REASONS.

SOVE OF THOSE APPLI CANTS ARE REQUESTI NG
MODI FI CATI ONS TO OUR LOAN DOCUMENTS, WHI CH WE ARE



Please note: These transcripts are not individually reviewed and approved for accuracy.

8



© 00 N oo o B~ wWw N P

N NNN R R R R R R R R R R
W N B O © 0 N O U~ W N Rk O

NN
g b~

CURRENTLY WORKI NG W TH LEGAL ON. OTHER APPLI CANTS
ARE | N THE PROCESS OF COMPLETI NG CERTAI N SPECI FI ED
ACTI VI TI ES THAT WERE REQUI RED PRI OR TO CLGOSI NG
SO WE' RE MOVI NG THROUGH THE PROCESS

ON THAT 4.2 MLLION. WE VE RECEI VED AN ADDI TI ONAL
LOAN REQUEST OR ADDI TI ONAL LOAN REQUESTS FROM NI NE
COVPANI ES TOTALI NG $4.9 M LLION. AND YOU WLL BE
SEEI NG THOSE COM NG FORWARD.  WE HAVE A LOAN
COW TTEE MEETI NG WHI CH | S TENTATI VELY SCHEDULED
El THER FOR THE -- | T WAS -- | HEARD TWO DATES,
AUGUST 24TH AND THEN SEPTEMBER 4TH OR 9TH.

UNI DENTI FI ED SPEAKER: WE' RE STI LL
NEGOTI ATl NG.

MS. TRGOVCI CH:  WE' RE STI LL NEGOTI ATl NG
WTH THE LOAN COW TTEE MEMBERS | N TERMS OF BEI NG
ABLE TO ACHI EVE A QUORUM BUT OUR NEXT SCHEDULED
LOAN COW TTEE MEETI NG W LL BE I N THE NEXT THREE
TO FOUR WEEKS I N ORDER TO BRI NG THOSE LOANS
FORWARD TO THE SEPTEMBER MARKET DEVELOPMENT
COW TTEE.

VWHEN FI SCAL YEAR 7-8 FUNDS ARE

ACTUALLY TRANSFERRED, DUE ONCE SI GNATURE TO THE
BUDGET ACT OCCURS, THE LOAN FUND W LL HAVE

APPROXI MATELY $20 M LLI ON AVAI LABLE FOR LENDI NG
FOR THE REMAI NDER OF THE FI SCAL YEAR.  BUT,
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REMEMBER, 4.2 M LLION OF THAT IS ALREADY COW TTED
AND THERE I'S AN ADDI TI ONAL 4.9 M LLION THAT W LL
BE COM NG FORWARD FOR APPROVAL.

CHAI RMAN RELI'S: DON T WE HAVE, DEPENDI NG
ON -- THERE'S THE 500, 000 - -

M5. TRGOVCI CH: FOR THE CALCAP AGREEMENT,
CORRECT. AND WE ARE CURRENTLY I N THE PROCESS OF
BEG NNI NG NEGOTI ATI ONS W TH THEM AROUND THE
LANGUAGE THAT YOU APPROVED AT YOUR MEETI NG LAST
MONTH.

AND JUST AN UPDATE VERY BRI EFLY ON
OUR MARKETI NG EFFORTS, BECAUSE YOU ARE GO NG TO BE
HEARI NG A REPORT THI S MORNI NG ON THE UPDATE OF OUR
MARKETI NG STRATEGY, IS WE HAVE OVER THE LAST THREE
MONTHS COWMPLETED CLOSE TO 1, 000 MARKETI NG CALLS TO
BUSI NESSES LOCATED I N VARI OUS ZONES AROUND THE
STATE BASED UPON AGREEMENTS THAT WE HAVE REACHED
W TH THOSE ZONES.
THOSE CALLS HAVE RESULTED | N ABOUT

175 REFERRALS FOR FI NANCI AL ASSI STANCE. SO WE ARE
SEEI NG RESULTS FROM THAT APPROACH. AND WE' RE
SEEI NG RESULTS ESPECI ALLY | N THE SOUTHERN
CALI FORNI A AND LOS ANGELES COUNTY ZONE AREA, VWH CH

YOU WLL SEE HI GHLI GHTED FOR YOU LATER THI S DAY.
FI NALLY, 1'D JUST LIKE TO NOTE SOVE
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PERSONNEL CHANGES SI NCE WE' RE A SMALL, COZY GROUP
HERE. AND | WANT TO TAKE AN OPPORTUNI TY TO
ANNOUNCE A CHANGE THAT WE' VE RECENTLY MADE | N THE
PROGRAM  EFFECTI VE AUGUST 1ST, JOHN BLUE, WHO WAS
THE SECTI ON HEAD FOR THE ZONE SECTI ON, HAS MOVED
OR SW TCHED PLACES, |IF YOU WLL, WTH M NDY FOX I N
THE BUY RECYCLED SECTI ON.
SO YOU ARE GO NG TO SEE BOTH M NDY

AND JOHN HERE BEFORE YOU TODAY, AND THE MONTH OF
AUGUST SERVES AS A TRANSI TI ON PERIOD FOR US. SO
I N FUTURE MONTHS, JOHN W LL HAVE THE PLEASURE OF
COM NG BEFORE YOU ON SUCH WONDERFUL | TEMS AS TRASH
BAGS, AND YOU W LL SEE M NDY BEFORE YOU ON ZONE
PROGRAM ACTI VI TIES. AND WE HAVE - -

MEMBER PENNI NGTON:  WHO GOT THE BETTER
DEAL HERE?

MS. TRGOVCICH: | DON' T KNOW WE ALSO
HAVE A NEW LOAN OFFI CER AS WELL, AND THIS IS
EXCEPTI ONAL FOR US BECAUSE, AS YOU WELL KNOW
WE' VE BEEN VERY UNDERSTAFFED FOR ABOUT THE PAST
SI X TO EI GHT MONTHS. WE HAVE JEFF WHI TE HAS
JO NED US. HE HAS BOTH BANKI NG AND ACCOUNTI NG
EXPERI ENCE, AND WE' RE I N THE PROCESS OF FI LLI NG
OUR SECOND VACANCY AS WELL. AND | BELI EVE

JEFF IS
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THAT, WE CAN MOVE | NTO OUR REGULAR AGENDA.

CHAI RMAN RELI S: ANY COMVENTS?  CKAY.
LET'S GO I NTO THE AGENDA, AND | BELI EVE WE' RE
BEG NNI NG W TH | TEM 2.

MS. TRGOVCICH: I TEMNO. 2 1S
PRESENTATI ON OF THE QUARTERLY PROGRESS REPORT ON
THE RECYCLI NG MARKET DEVELOPMENT ZONE PROGRAM S
MARKET STRATEGY FOR 1996 AND 1997. JOHN BLUE IS
GO NG TO BE PROVI DI NG THI S OVERVI EW FOR YOU.

THI'S OVERVIEW I S TI ED DI RECTLY, ONCE AGAIN, TO

MARKET STRATEGY THAT THE BOARD LAST APPROVED.
AND W TH THAT, |'LL TURN I T OVER

JOHN.

MR. BLUE: GOOD MORNI NG, MEMBER

PENNI NGTON AND CHAI RMAN RELIS. IT'S MY SVWAN

PRESENTATI ON TODAY. | MJST SAY, THOUGH, | WAS

THE HEARI NG ON THE TRASH BAG VARI ANCE, AND MY
HEART SANK WHEN MEMBER RELI S WAS DI SCUSSI NG

HOLDI NG OVER FOR NEXT MONTH.
MEMBER PENNI NGTON: SO DI D M NE.
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21 MR. BLUE: SO ANYHOW | APPRECI ATE
LEGAL

22 COUNSEL' S GUI DANCE AT THAT PO NT.

23 CHAI RMAN RELI' S:  GOOD LUCK W TH THAT
ONE,

24 JOHN.

25 MR. BLUE: ANYHOW MY NAME IS JOHN BLUE

12
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AND "M -- SINCE |'M NOT WTH THE ZONE PROGRAM
" LL SAY WASTE PREVENTI ON AND MARKET DEVELOPMENT
DIVISION. [|'M HERE TO PRESENT | TEM NO. 2, THE
PRESENTATI ON OF QUARTERLY PROGRESS REPORT ON THE
RECYCLI NG MARKET DEVELOPMENT ZONE PROGRAM S
MARKETI NG STRATEGY.

NOW THI S | TEM RELATES TO AND RATHER
FLOWS RI GHT I NTO I TEM NO. 3, WHICH | S OUR ORAL
REPORT ON ZONE ACTIVITIES. SO SOVE OF THE
QUESTI ONS YOU M GHT HAVE ARI SI NG OUT OF THI S MAY
BE ANSWERED | N THE NEXT | TEM

THIS | S -- REPRESENTS THE FULL YEAR
SI NCE WVE BEGAN | MPLEMENTI NG THE PROGRAM  AND FOR
THAT REASON, WE' VE DECI DED TO | NCLUDE THE YEAR I N
RETROSPECT AND A TABLE I N THE PACKET, WHI CH |
BELIEVE IS ON PAGE 5 OF YOUR PACKET. AND THE MOST
RECENT DATA |'S I NCLUDED I N THE LAST COLUMN, WH CH
I N THE ORI Gl NAL WAS SHADED BUT SOVEHOW | N
REPRODUCTI ON DI DN' T COVE OUT THAT WAY.

BUT JUST TO QUI CKLY SUMVARI ZE THI S
DATA, AND, AGAIN, |IT'S HARD WHEN WE TALK ABOUT
LOAN | NFORVMATI ON BECAUSE WE ALREADY HAVE SOVE OF
THE NEW APPLI CATIONS I N FOR THI S QUARTER, SO JUST

REMEMBER WE' RE LOOKI NG BACK A QUARTER. | N THE
SECOND QUARTER OF ' 97, WE RECEI VED FI VE
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APPLI CATI ONS FOR 3.3 M LLION, AND THE BOARD
APPROVED THREE OF THEM FOR 2. 2.

WE HAD A SI GNI FI CANT NUMBER OF
MAI LI NGS GO NG OUT, 1650 DI RECT SOLI Cl TATI ONS TO
BUSI NESSES | N SONOVW/ MENDOCI NO LAKE RMDZ, THE L. A
COUNTY AND THE CI TY OF LONG BEACH. STAFF MADE
FOLLOW UP CALLS TO 660 BUSI NESSES AND PROVI DED
SOVE LEVEL OF ASSI STANCE TO ALMOST 500 BUSI NESSES,
479.

I N ADDI TI ON, WE REFERRED ANOTHER 42
BUSI NESSES TO ZONE ADM NI STRATORS AND SEVEN TO
QUTSI DE BUSI NESS SERVI CE PROVI DERS. WE' VE
CONTI NUED TO PLACE EXTRA EMPHASI S ON PLACI NG
FOLLOW UP TELEPHONE CALLS TO BUSI NESSES. AND TH' S
'S MUCH THANKS TO THE STUDENTS WHO ARE DEVELOPI NG
CAULI FLOWER EAR FROM ALL THI S WORK. AND MUCH OF
THE DRAMATI C | NCREASE | N ASSI STANCE PROVI DED WAS A
RESULT OF THI S EFFORT.

ANOTHER PORTION OF I T I S PROBABLY
ATTRI BUTABLE TO THE SURG NG ECONOWY I N THI S STATE.
THERE' S MORE OPTIM SM | N THE BUSI NESS COMMUNI TY.
PEOPLE ARE | NTERESTED | N EXPANDI NG AND CHANG NG
THE WAY THEY DO BUSI NESS. SO WE' RE GETTI NG MORE

CALLS.
TYPE OF ASS|I STANCE PROVI DED VARI ED
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1 W DELY. THE MOST COMVON TYPE OF BUSI NESSES THAT
2 WE LOG WAS SI MPLY TO PROVI DE MORE | NFORMATI ON,
3 DESCRI BE THE LOAN PROGRAM SEND MORE | NFORMATI ON
4 ABOUT THE BOARD S PROGRAMS, OR TO REFER THEM TO A
5 LOAN OFFI CER OR ZONE ADM NI STRATOR.
6 " VE | NCLUDED SOVE EXAMPLES I N THE
7 PACKET ON PAGE 3 DESCRI Bl NG JUST A SMATTERI NG OF
8 SOVE DI FFERENT TYPES OF ASSI STANCE. WE ALSO HAVE
9 SOVE ADDI TI ONAL EXAMPLES | N THE R- TEAM QUARTERLY
10 REPORT, VWHICH | HAVE COPIES I N THE BACK OF THE

11 ROOM | F ANYONE HASN T SEEN I T.

12 BUT AFTER A YEAR OF | MPLEMENTI NG THE
13 STRATEGY, | THI NK WE CAN MAKE A COUPLE OF

14 OBSERVATI ONS ABOUT OUR -- WHAT WE' VE SEEN I N DO NG
15 I T. FIRST OF ALL, THE MAI LI NGS ALONE GENERALLY
16 HAVEN T BEEN A REAL EFFECTI VE ACTI VI TY UNLESS THE
17 BUSI NESSES ARE ALREADY FAM LI AR W TH THE BOARD AND
18 WE' VE ALREADY ESTABLI SHED SOVE TI E AND SOME

19 CREDI BI LI TY, OR THE LIST IS STRONGLY WEI GHTED

20 TOWARDS RECYCLI NG ORI ENTED BUSI NESSES.

21 EXAMPLES OF THI S WOULD BE

MAI L1 NGS

22 TO COMWPOSTERS OR CONSTRUCTI ON DEMOLI TI ON

23 PROCESSORS. THESE HAD RESPONSE RATES QUI TE

HI GH,

24 APPROACHI NG MAYBE 10 PERCENT; WHEREAS, THERE
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25 MORE GENERALI ZED MAI LI NGS TO MANUFACTURERS

JUST
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1 | DENTI FYI NG THEM VI A SI C CODE SEARCHES THAT

2 RESULTED | N RESPONSE RATES BETWEEN ZERO AND 1

3 PERCENT W THOUT PHONE CALLS AND UP TO 3 TO 5

4 PERCENT W TH THE PHONE CALLS. THE PHONE CALLS

5 HAVE BEEN REALLY KEY I N DRI VI NG UP THE RESPONSE

6 RATE AND GETTI NG SOVE ACTI VI TY.

7 IN DO NG THI' S, STAFF HAVE STRUCK A
8 VARI ETY OF DEALS W TH ZONE ADM NI STRATORS

9 REGARDI NG THE MAI LI NG AND OUTREACH EFFORTS. BY
10 FAR THE MOST POPULAR IS FOR STAFF TO REALLY DO
11 PRETTY MJUCH EVERYTHI NG MAI LI NG THE SOLI ClI TATI ONS
12 AND FOLLOW NG UP W TH THE LEADS GENERATED. OTHER
13 ARRANGEMENTS HAVE VARI ED FROM STAFF MAI LI NG A

14 DI FFERENT LETTER FOR EACH JURI SDI CTI ON W THI N THE
15 ZONE AND THE ZONES DO NG THE CALLI NG OR TO STAFF
16 SENDI NG OUT A BROCHURE THAT WAS PROVI DED BY THE
17 ZONE AND US DO NG ALL THE FOLLOW UP CALLI NG.

18 ANOTHER EFFORT THAT' S BEEN QUI TE
19 SUCCESSFUL HAS BEEN NETWORKI NG.  AND STAFF ARE
20 CONTI NUI NG TO WORK W TH LENDERS OFTEN ARRANG NG
21 W TH THE LOCAL ZONE STAFF TO MEET W TH LOCAL

22 LENDERS I N A GROUP SETTING | F PCSSIBLE, JUST TO
23 KEEP THE RMDZ LOAN PROGRAM ON THE RADAR

SCREEN OF

24 THE LOCAL LENDI NG COMMUNI TY.

25

ANOTHER NETWORKI NG ACTI VI TY
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BEEN QUI TE PRODUCTI VE HAS BEEN WORKI NG W TH
EXI STI NG BORRONERS FOR REFERRALS. TH S WAS
PROBABLY THE MOST EFFECTI VE WHEN WE HAD TALCO SEND
OQUT COPI ES OF OUR LOAN BROCHURE TO ALL OF THEIR
CUSTOMERS. STAFF ARE EAGER TO REPLI CATE THE
SUCCESS | F WE CAN FI ND ANOTHER GOOD AVENUE TO DO
I T.
THI S CONCLUDES STAFF PRESENTATI ON ON

THIS I TEM |' D BE HAPPY TO ANSWER ANY QUESTI ONS
| F YOU HAVE THEM

CHAI RMAN RELI' S:  QUESTI ONS? JUST A
COUPLE OF -- THIS ISN'T AN ACTION ITEM SO -- BUT
| WANTED TO KNOW JOHN, WHAT YOUR THOUGHT WAS ON
ESSENTI ALLY A COUPLE OF LESSONS WE' VE LEARNED FROM
THE YEAR, THE SEVERAL YEARS OF WORK I N THI S AREA.
| MEAN DO YOU FEEL WE' RE ON THE RI GHT DI RECTI ON?
ARE WE MOVI NG I N THE RI GHT DI RECTI ON W TH OUR
OUTREACH, OR DO YOU SEE A NEED FOR ADJUSTMENTS?

MR. BLUE: | F WE CAN MAI NTAI N WHERE WE
HAVE THE STUDENTS TO DO -- TO HELP QUT WTH A LOT
OF THE CALLI NG AND THE MAILING | THINK IT'S
EFFECTIVE. | TH NK WE' RE DEFI NI TELY MAKI NG AN
| MPACT | N THE MARKET.

NETWORKI NG IS -- | F VWE CAN WORK
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1 FI NANCI AL COVMUNI TY AND LENDERS, BUSI NESSES LI KE
2 TALCO WHERE THEY HAVE A CUSTOMER BASE THAT CAN BE
3 SUPPORTED BY THE PROGRAM AND ACCOUNTANTS, CPA

4 FIRMS N THE LOCAL COVWMUNI TY, THOSE WOULD PROBABLY
5 BE MORE EFFECTI VE FOR STAFF, HI GHER LEVEL STAFF,
6 TO BE PARTI Cl PATI NG I N AND, AGAI N, CONTI NUI NG I N
7 THAT VEI N.

8 THE -- YOU KNOW W THOUT ENOUGH - -
9 W THOUT THE PEOPLE WE HAVE -- OUR R- TEAM GRANT | S
10 GO NG TO RUN OUT EVENTUALLY AND VWE MAY NOT HAVE
11 THE STUDENTS TO SUPPORT THE MASS MAI LI NG AND MASS
12 TELEPHONE CALLING. AT THAT PO NT I'T M GHT BE
OKAY

13 TO PULL BACK ON THAT.

14 THE -- |'M DRAW NG A BLANK. | HAD
15 SOVETHI NG TO SAY. ANYHOW |'LL SKI P.

16 CHAI RMAN RELI'S: | F YOU HAVE ANY

17 THOUGHTS, OUR OFFI CE WOULD BE HAPPY TO HEAR THEM
18 MR. BLUE: ANOTHER | TEM AS FAR AS OUR
19 ADVERTI SI NG, ADVERTI SI NG | S EXPENSI VE AND
SOVEVHAT

20 FRU TFUL I N A REALLY DI RECTED AVENUE. | F WE CAN
21 HAGGLE FOR VERY GOOD RATES, | WOULD DO SOVE OF
22 THAT. | WOULDN T PUT A LOT OF EMPHASI S ON THAT.

23 THE PO NT | WAS GO NG TO MAKE THAT
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24 SLI PPED MY M ND WAS WE' RE SEEI NG A PO NT NOW
25 WHERE, AND | THI NK ONE OF OUR CONTRACT CONCEPTS
I'S

18



TO

GO NG TO ADDRESS THI' S, WHERE THERE' S A NEED NOW

MAYBE WORK MORE W TH MAYBE SOVE OF THE BUSI NESSES
WE HAVE AND GET THEM READY TO APPROACH -- TO

OUT, HAVE BUSI NESSES REACH OUT TO THE FI NANCI AL
COMMUNI TY, | NVESTMENT COVMMUNI TY, AND MAYBE TRAI'N
SOVE OF THE BUSI NESSES AND THE ZONE

ADM NI STRATORS

~

8

9
10
11
12
ORAL
13
14
15
16
17
18
19
WAS
20

MORE TO DO MORE OF THEI R OAN MARKETI NG OUTREACH.
CHAI RMAN RELI'S: THANK YOU VERY MJUCH.
THAT CONCLUDES | TEM 2.
AND NOW WE' LL GO | NTO CONSI DERATI ON
| TEMS. SO WE'LL GO TO | TEM - -
MR BLUE: ['MSORRY. I|ITEM 3 IS THE

PRESENTATI ON.

MS. TRGOVCI CH: CHAI RMAN RELI'S, MAYBE
JUST TO SET THE STAGE BEHIND I TEM 3 -- |'M SCORRY.
| WAS MOMENTARI LY CONFUSED AS A CONSI DERATI ON
ITEM THI S IS AN ORAL PRESENTATION, ITEM 3 IS,
AROUND THE LOCAL GOVERNMENT ACTIVITIES WTH N THE
RECYCLI NG MARKET DEVELOPMENT ZONES. THI S | TEM

PLACED ON THE AGENDA TO PROVI DE YOU W TH
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21 | NFORMATI ON AROUND HOW THE COWMM TMENT LEVEL OF
THE

22 ZONES WTHI N THI S PROGRAM W THI N THE RMDZ

23 PROGRAM AND AS A BASI S FOR DI ALOGUE FOR YOU, |F
24 YOU SHOULD W SH STAFF TO PURSUE ANY FURTHER

25 | NFORMATI ON DEVELOPMENT, ANY FURTHER ACTI VI Tl ES

19
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AROUND THE ESTABLI SHMVENT OF THE ZONES THEMSELVES,
ASSI STANCE TO THE ZONES, ETC.
SO STAFF W LL BE PROVI DI NG YOU W TH

AN OVERVI EW OF THE ZONES, THE 40 ZONES THAT HAVE
BEEN DESI GNATED, AND WE W LL BE HI GHLI GHTI NG FOR
YOU TWO ZONES, ONE URBAN AND ONE RURAL.

CHAI RMAN RELI'S:  SORRY | JUMPED AHEAD
THERE.

MR, BLUE: THAT'S ALL RIGHT. SORRY FOR

10 My DEAD AIR THERE FOR A M NUTE.

11 " LL NOW BE PRESENTI NG | TEM NO. 3,
12 THE ORAL PRESENTATI ON ON LOCAL GOVERNMENT

13 ACTIVITIES | N RECYCLI NG MARKET DEVELOPMENT ZONES.
14 ASSI STING ME WTH THI S | S OUR STUDENT, BETH

15 PADI LLA AT THE SLI DE PRQJECTOR, AND MARY FARR AND
16 DASSI PI NTAR W LL BE MAKI NG PORTI ONS OF THE

17 PRESENTATI ON.

18 AND THHS IS -- THHS ITEM IS

| NTENDED

19 TO PROVI DE THE COMM TTEE MEMBERS W TH | NFORVATI ON
20 OF THE GENERAL LEVEL OF EFFORT AND PRODUCTI ON OF
21 THE ZONES AS A WHOLE AND THEN SOVE MORE SPECI FI C
22 | NFORMATI ON ON A COUPLE OF THE MORE ACTI VE ZONES.
23 ONE OF THOSE ZONES WE' RE GO NG TO HIGHLIGHT IS A
24 RURAL ZONE, CENTRAL COAST ZONE, AND ONE OF THEM
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IS
25 AN URBAN ZONE, L.A. COUNTY RMDZ.
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1 AND | N APPROACHI NG THI S ASSI GNIVENT,
2 WE CONTACTED EACH OF THE 40 ZONES AND ASKED THEM
3 TO PROVI DE US | NFORMATI ON ON STAFFI NG AND
4 ORGANI ZATI ON AND REPORTI NG STRUCTURE, ANY SPECI AL
5 FUNDI NG, AND THE BACKGROUND OF THE ZONE
6 ADM NI STRATORS, AND SOMVE OTHER | NFORMATI ON. THE
7 | NFORMATI ON THEY PROVI DED TO US IS | NCLUDED | N
8 SOVE HANDOUTS THAT YOU SHOULD HAVE THI S MORNI NG.
9 STAFF THEN TOOK THI S DATA AND TRI ED
10 TO STRETCH I T EVERY WAY AND FI GURE OQUT | F WE COULD
11 DRAW ANY TRENDS OUT OF THE DATA. AND IT'S -- YOU
12 KNOW ONE -- THERE ARE A COUPLE OF CAVEATS I N
13 DA NG TH'S, AND ONE OF THEM YOU MAY HEAR ME
14 REEMPHASI ZE N A M NUTE | S THAT ALTHOUGH WE WERE
15 ABLE TO SAMPLE THE ENTI RE POPULATI ON, THE SAMPLE
16 SI ZES ARE STILL RATHER SMALL. SO VWHEN YOU ARE
17 TRYI NG TO MAKE STATI STI CAL CONCLUSI ONS BASED ON
18 THI S DATA, YOU HAVE TO REALI ZE THE STANDARD
19 DEVI ATI ONS ARE RATHER LARGE. SO JUST BEAR THAT I N
20 M ND AS WE LOOK AT THESE DATA.
21 AS A TOOL FOR MEASURI NG OQUTCOVE, WE
22 WERE KIND OF LI M TED ON SOVETHI NG THAT WE HAD A
23 REAL UNI VERSAL APPLI CATI ON OF THE PROGRAM
SO V\E

24 ARE USI NG THE LOAN | NFORMATI ON TO G VE SOME
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25 MEASURE OF THE RESULTS. OBVI OUSLY LOAN
ACTIVITY

21



1 'S NOT THE ONLY MEASURE, BUT IT'S CERTAINLY A

2 MEASURE, AND I T'S CERTAINLY SOVETHI NG WVE HAVE

3 CONTROL OVER AND HAVE GOCD | NFORVATI ON ABOUT. SO
4 | USE THAT SI GNI FI CANTLY THROUGH THI S.

5 OTHER CAVEATS ARE THE ZONES ARE NOT
6 ALL DESI GNATED AT THE SAME TIME. SO 11 OF THE

7 ZONES ARE ONLY A COUPLE OF YEARS OLD, AND SOVE

8 DEALS OR PRQJIECTS MAY TAKE LONGER THAN THAT TO

9 BRI NG TO FRUI TI ON.
10 ANOTHER | MPORTANT THI NG TO BEAR I N
11 M ND IS THAT REGARDLESS OF STAFFI NG AND EFFORT,
12 THE LEVEL OF OVERALL ECONOM C ACTI VITY VARI ES

13 W DELY BETWEEN THE ZONES. AND AS A REFERENCE

14 PO NT, A FULL-TIME ZONE ADM NI STRATOR, SAY, IN

15 MODOC COUNTY WOULD NOT PRCDUCE NEARLY AS MJUCH AS A
16 QUARTER- TI ME ADM NI STRATOR IN THE CITY OF L. A

17 SO BASI CALLY WE FI RST LOOKED AT

18 RURAL VERSUS URBAN, AND THERE IS A STRONG

19 DI FFERENCE. | DOUBT THIS WLL BE A SURPRI SE TO
20 ANYONE. AND ONE THI NG REGARDI NG STAFFI NG AND
21 NUMBER OF LOAN DOLLARS THAT HAVE GONE | NTO THI S
22 ZONE, AND THIS I S WHEN | TALK ABOUT THE LOAN
23 DOLLARS, THI S IS THE TOTAL NUMBER ON AVERAGE,
24 TOTAL NUMBER OF LOAN DOLLARS THAT HAVE COME

FROM
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25 THI'S BOARD TO BUSI NESSES W THI N EACH ZONE.
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IN THE RURAL COMMUNI TI ES WE SEE
ABOUT $160, 000 I N LOANS TO THE ZONE. AND ON
AVERAGE THEY' VE GOT ABOUT TWO PEOPLE WORKI NG AND
BOTH OF THEM COMBI NED COW TTI NG ABOUT HALF OF A
PERSON.
NEXT SLI DE, PLEASE. THE -- IN THE

URBAN ZONES, OBVI OQUSLY MJUCH MORE ECONOM C
ACTIVITY. WE VE HAD MANY MORE LOANS. THE AVERAGE
HERE IS ALMOST A M LLI ON DOLLARS | N LOAN DOLLARS
FLOW NG | NTO EACH OF THESE 20 ZONES. AND BUT
AGAI N, ON AVERAGE THERE'S ABOUT TWO PEOPLE. AND
THE AVERAGE TI ME COWM TMENT |'S A LI TTLE BETTER
THAN THAT, ABOUT .6 OF A PERSON YEAR.

M5. TRGOVCI CH:  MAYBE JUST FOR
CLARI FI CATI ON THERE, | THI NK WHAT JOHN I S SHOW NG
YOU IS WHI LE THEY MAY HAVE TWO PEOPLE COWM TTED TO
THE PROGRAM THEY MAY ONLY BE SPENDI NG ONE-
QUARTER, ONE- HALF, OR ONE- TENTH OF THEI R TI ME.

CHAI RMAN RELI'S:  THAT'S THE .6 PY.
THAT' S THE NET TI ME DEVOTED TO THE ZONE PROGRAM

MR, BLUE: YES. AND ANOTHER CAVEAT | S
THI S | S WHAT THEY' VE TOLD US, YOU KNOW | CAN
TELL YOU THAT SOVE OF THESE ARE SLI GHT

EXAGGERATI ONS. SOME OF THESE ARE PRETTY ACCURATE,
BUT THIS IS WHAT THEY TOLD US. SO | DIDN T HAVE A
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GOOD FILTER TO FI LTER THEM ALL EQUALLY THROUGH, SO
| PUT WHAT THEY SAI D DOVWN.

CHAI RMAN RELI'S:  YOU ARE NOT GATHERI NG
THEI R TI ME SHEETS.

MR, BLUE: EXACTLY. AND THEN WE DECI DED
TO LOOK AT, OKAY, |F THE ZONES ARE STAFFED
DI FFERENTLY, LET'S LOOK AT THE ZONES THAT HAVE
LESS THAN ONE PY WORKING ON THEM  AND AGAIN, IT' S
A PRETTY EVEN DI STRI BUTI ON BETWEEN RURAL AND URBAN
ZONES THAT FIT THI S CATEGORY. AND ON AVERAGE
ABOUT $380, 000 HAVE GONE | NTO THESE ZONES. AND ON
AVERAGE THERE'S ONE PERSON, AND THI S PERSON | S
SPENDI NG ABOUT A THIRD OF THEIR TI ME OR LESS ON
THE PROGRAM

THE -- IN THE ZONES W TH A ONE

PERSON, ONE PY, OR MORE COW TTED TO THE PROGRAM
THERE ARE ABOUT FI VE RURAL ZONES AND SEVEN URBAN
ZONES FI TTI NG THI S CATEGORY. AND IT'S ABOUT THE
SAME. THE LOAN DOLLARS HERE ARE ABOUT THE SAME.
ON AVERAGE ABOUT -- A LITTLE OVER TWO PEOPLE
WORKI NG, AND THE AGGREGATE IS A LI TTLE OVER ONE.
YOU REALLY CAN' T DRAW -- THI S IS NOT A STRONG
BREAKI NG PO NT. YOU REALLY CAN' T DRAW MJUCH OF A

CONCLUSI ON FROM THI' S NEXT SLI DE.
NOW HERE WE HAVE A SI GNI FI CANT
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DI FFERENCE. THI S | S WHERE -- THESE WE HAVE THREE
ZONES W TH ONE FULL-TI ME STAFF PERSON WORKI NG ON
THE PROGRAM AT LEAST ONE PERSON WORKI NG ALL OF
THEIR TI ME ON THE PROGRAM  SOME OF THEM HAVE A
LITTLE BIT MORE. THE AVERAGE HERE | S, YOU KNOW
OVER FI VE TI MES GREATER I N LOAN DOLLARS GO NG I N
AT 1.7 MLLION PER ZONE. AGAIN, YOU KNOW A
CAVEAT HERE | S THESE ARE PRETTY ACTI VE - -
ECONOM CALLY PRETTY ACTI VE ZONES.

NOW HERE IS THE OTHER SI DE OF THE
CON THI S IS KIND OF THE OTHER EXTREME. AND WE
HAVE ZONES THAT COM T LESS THAN A QUARTER OF A
PERSON TO THE PROGRAM  AND UNFORTUNATELY | HAVE
TO REPORT THAT THERE' RE 20 ZONES THAT FIT THI S
DESCRI PTI ON, SO ABOUT HALF THE ZONES HAVE LESS
THAN A QUARTER OF A PERSON ALLOCATED TO I'T. AND,
YOU KNOW AS YOU M GHT EXPECT, A LARGE NUMBER OF
THEM RURAL, BUT THERE ARE SEVEN URBAN ZONES THAT
FIT THI S CATEGORY.

AND ON AVERAGE THE AVERAGE HERE I N
LOAN DOLLARS IS 370. DOESN T SEEM LI KE MJCH OF A
BREAK. BUT | F YOU TAKE OUT TWO OF THE URBAN
JURI SDI CTI ONS, WHICH ARE L. A. CITY, WHICH -- AND

CITY OF SAN JOSE, BOTH OF WHI CH HAVE REALLY
RECENTLY CUT BACK THE COVM TMENT I N THE ZONE
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ADM NI STRATOR, AND PULLED THOSE OUT AS KI ND OF
STATI STI CAL QUTLI ERS, THEN YOU SEE A SI GNI FI CANT
DROP IN THE ACTUAL AVERAGE. THEN I T'S ABOUT
170,000, SOIT S A SIGNIFICANT DI FFERENCE. I TS
LI KE A TENTH OF WHAT YOU SEE IN THE ZONE WTH A
FULL- TI ME ZONE ADM NI STRATOR.

THEN WE LOOKED AT THE BACKGROUNDS OF
THE ZONE ADM NI STRATORS. THIS | S PRETTY MJCH WHAT
WE' VE SEEN I N THE PAST. KIND OF ABOUT HALF AND
HALF ZONE ADM NI STRATORS AND SOLI D WASTE OR
ECONOM C DEVELOPMENT AND SOLI D WASTE BACKGROUNDS,
AND SOVE W TH THAT SAY THEY HAVE TRAI NI NG | N BOTH.

AND THEN WE LOOKED AT -- THIS IS
KIND OF THE SAME THI NG BUT WHERE | S THE ZONE
PROGRAM HOUSED AND WHAT' S THE REPORTI NG STRUCTURE
OF THE ZONE? AND IT'S ABOUT -- ABOUT HALF | S
FOCUSED MORE ON ECONOM C DEVELOPMENT AND ABOUT
HALF ON SOLI D WASTE. THE CITY AND COUNTY
ADM NI STRATORS, PEOPLE THAT REPORT TO THOSE, STILL
MAY BE I N A SOLI D WASTE OR ECONOM C DEVELOPMENT
FOCUSED PROGRAM

NOW HERE |I'S ONE PLACE WHERE V\E
REALLY CAN ESTABLI SH A TREND. AND THOSE ZONES

THAT ARE REPORTI NG TO ECONOM C DEVELOPMENT
AGENCI ES OR HOUSED | N ECONOM C DEVELOPMENT
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AGENCI ES, THEY' RE SHOW NG A SI GNI FI CANT | NCREASE
OVER OTHER REPORTI NG AREAS AS FAR AS THEI R
ACTIVITY. AND STAFF HAVE SORT OF DRAWN THE
CONCLUSI ON THAT THI S | S BASED PROBABLY ON THE FACT
THAT THESE PEOPLE ARE MORE USED TO DO NG THI S TYPE
OF WORK AND THEY' RE USED TO WORKI NG DEALS AND
HELPI NG BUSI NESSES AND GETTI NG LOANS FOR THEM
THERE ARE OBVI OQUSLY EXCEPTI ONS TO

THESE. CITY OF LONG BEACH, IT'S A SOLI D WASTE
PUBLI C WORKS OFFI CE, BUT THEY' RE VERY ACTI VE AND
VERY | NTEGRATED WELL W TH THEI R ECONOM C
DEVELOPMENT ACTI VI Tl ES.

MEMBER PENNI NGTON:  YOU ATTRI BUTE THE - -
TO ECONOM C DEVELOPMENT PEOPLE THAT THEY HAVE MORE
BAGS -- MORE TRICKS I N THEI R BAG?

MR, BLUE: YEAH | THINK IT'S THE WAY
THEY APPROACH THE PROBLEM | THI NK THEY' RE USED
TO DO NG -- THEY SEE THI S AS AN EXTENSI ON OF WHAT
THEY' VE DONE BEFORE. AND A LOT OF THE ZONES THAT
ARE REPORTI NG TO ECONOM C DEVELOPMENT OFFI CES ARE
RURAL. SO, YOU KNOW YOU CAN T DRAW THE
CONCLUSI ON THAT I'T'S BASED ON STRI CTLY ON ECONOM C
ACTIVITY EITHER. | THINK IT'S H GHLY A FACTOR OF

THE NATURE OF, YOU KNOW WHAT THEY' RE DO NG.
CHAIRMAN RELIS: I T'S LIKE I N LONG BEACH,
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| HAPPEN TO KNOW THAT PROGRAM PRETTY WELL, AND JIM
COOL AND HI'S STAFF, THEY' RE ECONOM C -- THEY' RE
SOLI D WASTE PEOPLE, BUT VERY ECONOM C DEVELOPMENT.
| THI NK THERE'S ALMOST -- THEIR OFFI CES ARE ALMOST
| NTERBLENDED | N THAT SCORE.

MR, BLUE: THEY CALL I T THE | NTEGRATED
RESOURCES BUREAU, AND I T REALLY MAKES SENSE
BECAUSE THEY REALLY ARE | NTEGRATED W TH THEI R
ECONOM C DEVELOPMENT COVMUNI TY.

MS. TRGOVCICH:  ONE OF THE THI NGS WE DI D
HEAR AT THE ZONE ADM NI STRATORS WORKSHOP | N MARCH
FROM SEVERAL OF THE ADM NI STRATORS WAS WHEN YQOU
ARE FOCUSED IN A SOLI D WASTE PROGRAM AND THIS | S
THE ONLY TRICK I'N YOUR BAG, | T BECOMES VERY
DI FFI CULT FOR YOU TO MEET W TH THE BROAD VARI ETY
OF BUSI NESSES THAT YOU NEED TO MEET W TH. AND
THEN ONCE YOU FI GURE OQUT WHAT THEY REALLY DO NEED,
YOU KNOW THERE MAY BE VERY FEW OF THEM THAT THI S
PROGRAM | S REALLY OF USE TO. AND IF THEY HAD THAT
BROAD ARRAY OF SERVI CES TO OFFER AND THEY COULD
COVE TO THE TABLE, YOU KNOW M XI NG AND MATCHI NG
THE VARI OUS FI NANCI AL ASSI STANCE PROGRAMS, THAT
THAT WOULD BE FAR GREATER ASSI STANCE TO THEM

MR. BLUE: AS A KIND OF ANECDOTAL
STATEMENT, THE | MPRESSI ON | S THAT THE PEOPLE WHO
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ARE HOUSED IN SOLI D WASTE OFFI CES, THI S | S REALLY
A SI DELI NE THAT THEY UNDERTAKE | F THEY GET A CALL.
| F A BUSI NESS CONTACTS THEM OR | F WE CONTACT THEM
W TH A BUSI NESS, THEN THEY ACT. OITHERW SE THEY' RE
NOT OUT BEATI NG THE BUSHES FOR BUSI NESSES TO WORK
W TH.

MEMBER PENNI NGTON: LI KE THI S LONG BEACH
SI TUATI ON WHERE THEY' VE REALLY DEVOTED THEI R TI ME
AND EFFORT TO DO THAT. THEY MAY BE HOUSED I N THE
SOLI D WASTE, BUT THEY' RE REALLY ECONOM C
DEVELOPMENT. THEY' RE THI NKI NG LI KE ECONOM C
DEVELOPMENT PEOPLE.

MR, BLUE: THOSE GUYS CAN PULL OQUT A LI ST
OF DI FFERENT LOAN PROGRAMS AND BUSI NESS ASSI STANCE
PROGRAMS TO BRI NG TO BEAR ON ANY PRQJECT. IT'S
NOT JUST RVDZ PROGRAM A LOT OF THE SOLI D WASTE
FOLKS, THIS IS THE ONLY, YOU KNOW ECONOM C
DEVELOPMENT LOAN PROGRAM THAT THEY CAN NAME.

THE -- COUPLE OF -- GO NG BACK OVER

A COUPLE OF THE TRENDS, THERE' S GREAT DI VERSITY | N
THE LEVEL OF SUPPORT OFFERED IN THE ZONE. YOU CAN
SEE THAT CLEARLY. GENERALLY URBAN ZONES DO BETTER
THAN RURAL ZONES. THAT'S KIND OF A NO BRAI NER.

THE ZONES THAT ARE PART OF THE LOCAL ECONOM C
DEVELOPMENT STRUCTURE TEND TO DO BETTER. ZONES
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VWH CH HAVE A FULL-TI ME STAFF PERSON TEND TO DO
BETTER. EVEN | F YOU HAVE FOUR PEOPLE ADDI NG UP TO
ONE PY, IT'S NOT AS GOOD AS HAVI NG ONE DEDI CATED
PERSON. AND MANY ZONES DO NOT PUT MJCH EMPHASI S
ON THE PROGRAM  THAT'S THE SAD SI DE.

CHAI RMAN RELI' S:  SAD, BUT TRUE.

MR. BLUE: AND SO THAT'S THE GENERAL
PRESENTATI ON. NOW | 'D LI KE TO | NTRODUCE MARY
FARR, WHO W LL MAKE PRESENTATI ON ON THE CENTRAL
COAST ZONE. DO YOU HAVE ANY QUESTI ONS ON THE
GENERAL?

CHAIRMAN RELI'S:  FIRST, |I'D JUST OBSERVE,
W THOUT YET THE | NFORMATI ON ON THE CENTRAL, THAT I
THINK THI S | S EXACTLY THE KI ND OF | NFORMATI ON WE
NEED. | THINK THI S IS VERY HELPFUL TO US I N
STARTI NG TO SHAPE AS WE LOOK TO OUR STRATEG C PLAN
AND OUR OVERALL EFFORT. HOW COULD WE DEPLOY OUR
RESOURCES? WHAT ARE THE CHARACTERI STI CS OF
SUCCESS AND NONSUCCESS IN THI S AREA? AND | MEAN
G VEN THE AVAI LABLE TI ME AND RESOURCES, WE JUST
NEED TO FOCUS MORE.

MS. TRGOVCI CH:  PERHAPS, AND | KNOW

MARY AND DASSI ARE GO NG TO BE OVERVI EW NG OR

Hl GHLI GHTI NG FOR YOU SOVE OF THE MORE SUCCESSFUL
ZONE EFFORTS, AND PERHAPS YOU CAN BE THI NKI NG AS



Please note: These transcripts are not individually reviewed and approved for accuracy.

30



© 00 N oo o B~ wWw N P

N NNN R R R R R R R R R R
W N B O © 0 N O U~ W N Rk O

NN
g b~

THEY PROVI DE YOU W TH THAT | NFORMATI ON ABOUT THE
KI ND OF ASSI STANCE OR | NCENTI VES THAT THE ZONES
MAY NEED IN ORDER TO BE ABLE TO SEE THI S AS A MORE
| NTEGRAL PART OF THE PROGRAM AND WANT TO GET OUT
THERE AND MARKET THOSE EFFORTS MORE DI RECTLY.
MS. FARR: GOOD MORNI NG. FOR THE RECORD

THIS | S MARY FARR. |'D LIKE TO G VE YOU AN
OVERVI EW OF THE CENTRAL COAST RMDZ. THE CENTRAL
COAST RVMDZ WAS CREATED IN 1993 AND CONSI STS OF
FOUR COUNTI ES AND TWO CI TI ES -- THREE CI Tl ES.
EXCUSE ME.

THE WAY THE ZONE HAS STRUCTURED ZONE
ADM NI STRATI ON, THE ACTI VI TIES OF THE ZONE ARE
DI RECTED BY A ZONE COORDI NATI NG COUNCI L CONSI STI NG
OF A REPRESENTATI VE OF EACH OF THE FOUR COUNTI ES
AND THE CITIES. THERE' S A MAI N CENTRAL ZONE
ADM NI STRATOR TO HANDLE EXTERNAL ZONE OUTREACH AND
CONTACTS. LOCAL ZONE OUTREACH AND CONTACTS ARE
HANDLED BY EACH JURI SDI CTI ON OR ZONE
ADM NI STRATOR.

THE ZONE ADM NI STRATOR |'S ROTATED
EVERY TWO YEARS AMONG THE PARTI Cl PATI NG JURI S-
DI CTI ONS. MONTEREY COUNTY WAS THE FI RST ZONE

ADM NI STRATOR. SANTA CRUZ | S CURRENTLY THE
CENTRAL ZONE ADM NI STRATOR.
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1
2

THE COUNCI L MEETS APPROXI MATELY
EVERY OTHER MONTH AND ROTATES THE MEETI NG

LOCATI ON

co N o o b~

COST

10
11
12
13
14
15
16
17
ZONE
18
19
20
V\ORK
21
22

AROUND THE 8, 000 SQUARE M LE ZONE. BOARD STAFF
ATTENDS THOSE MEETI NGS EVERY TI ME.

THE ZONE HAS A PAI D PART-TI ME
ADM NI STRATI VE ASSI STANT, AND I T'S H RED FROM
QUTSIDE. | T°'S A NONCIVIL POSI TI ON. EACH
PARTI CI PATI NG JURI SDI CTI ON CONTRI BUTES TO THE

OF MAI NTAI NI NG THE ZONE, AND I T'S AN ANNUAL - -
CURRENTLY I T"S A RATE OF 3,000 PER EACH
JURI SDI CTI ON.

CHAI RMAN RELI'S: SO WHAT' S THE TOTAL
COWM TMENT?

MS. FARR: THERE' S SI X TIMES 3,000. THE
ZONE -- IN TERMS OF THE MARKETI NG OUTREACH
ACTIVITIES, THE ZONE HAS | NI TI ATED TWO OUTREACH
PROQJIECTS. ONE PRQJECT IS DI RECTED W THI N THE

AND THE OTHER DI RECTED OUTSI DE CALI FORNI A AND
POSSI BLY OVERSEAS.
IN FALL OF 1996, THE ZONE BEGAN

ON A SURVEY OF EXI STI NG ZONE BASED MANUFACTURERS
TO SEEK | NFORMATI ON ABOUT MANUFACTURERS USI NG OR



Please note: These transcripts are not individually reviewed and approved for accuracy.

23 | NTERESTED | N USI NG SECONDARY MATERI ALS. THE
24 SURVEY RATE WAS ABOUT 11 PERCENT.
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1 THOSE | NDI CATI NG | NTEREST I N RMDZ SERVI CES. | N
2 SANTA CRUZ COUNTY ALONE SEVERAL LOAN APPLI CATI ONS
3 HAVE BEEN MAI LED OUT AS A RESULT. BOARD STAFF
4 ASSI STED I N MAI LI NG OUT ABOUT 1500 SURVEYS AND
5 LETTERS.
6 CURRENTLY THE ZONE | S WORKI NG ON A
7 FOLLOW UP MAI LI NG FOR THE NONRETURNED PORTI ON OF
8 THE SURVEY. BOARD STAFF W LL ALSO ASSI ST SENDI NG
9 THOSE MAI LI NGS OUT.
10 FOR A NATI ONW DE OQUTREACH, THE ZONE
11 DESI GNED TWO HI GH QUALI TY OUTREACH PUBLI CATI ONS
12 COSTI NG ALMOST $50, 000. ONE PUBLI CATI ON
13 CONSI STI NG OF BRI EF | NFORMATI ON W LL BE SENT TO A
14 TARGETED LI ST OF 15, 000 MANUFACTURERS NATI ONW DE.
15 AND THE ZONE ADM NI STRATOR WOULD LI KE OUR HELP TO
16 PROVI DE SOME FI NANCI NG TO FI NANCE -- TO BUY NAYBE
17 THE 15, 000 MANUFACTURERS LI ST.
18 CHAI RMAN RELI'S:  THAT'S PRETTY
AMBI TI OUS,
19 18, 000 I N STAFF COVM TMENT AND 50, 000 I'N
OUTREACH.
20 MS. FARR: ANOTHER PUBLI CATI ON CONSI STS
21 OF MORE DETAIL WLL BE SENT AFTER THE FI RST
22 MAI LER. SO I'T'S TWO PUBLI CATI ONS. THAT' S WHY
23 | T"S COSTI NG SO MUCH. AND THE SECOND

PUBLI CATI ON,
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THE ZONE HELD TWO RECYCLI NG PRODUCT
EXPCOSI TI ONS DRAW NG OVER 400 PARTI Cl PANTS. THE
ZONE HAS SUPPORTED TWO LOCAL MATERI ALS EXCHANGE,
THE PROMAX AND BUI LDVAX, AND THEY ARE BOTH
MATERI ALS EXCHANGE SERVI CES.

THE ZONE HAS PROVI DED FI NANCI AL
SUPPORT FOR THE PUBLI CATI ON AND DI STRI BUTI ON OF A
SO L AMENDMENT SUPPLY DI RECTORY, HI GHLI GHTI NG
BUSI NESSES THAT MADE PRODUCT FROM RECOVERED YARD
TRI MM NGS AND WOODWASTE. THE ZONE WAS RECENTLY
AWARDED A 30, 000 GRANT FROM THE DOC FOR THE
PREPARATI ON OF A MARKET FEASI BI LI TY STUDY TO
| DENTI FY MANUFACTURERS THAT PRODUCE AGRI CULTURAL
PACKAGI NG USI NG PET BEVERAGE CONTAI NERS.

CHAI RMAN RELI'S:  WE THANK OUR FRI ENDS AT

MS. FARR: THE ZONE IS A MEMBER OF THE
NEWLY FORMED CENTRAL COAST MARKETI NG TEAM I T'S A
REG ONAL PUBLI C/ PRI VATE ECONOM C DEVELOPMENT
| NI TI ATI VE.  AS A MEMBER, THE ZONE W LL BENEFI T
FROM THE | NFORVATI ON SHARI NG AND CROSS MARKETI NG
ACTI VI Tl ES.
IN TERMS OF LOAN ACTIVITIES, SINCE

| TS | NCEPTI ON, THE ZONE HAS ASSI STED NEARLY 20
BUSI NESSES W TH APPLI CATI ONS. OF THESE, SI X HAVE
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BEEN AWARDED. I N TOTAL THE ZONE HAS FACI LI TATED
893, 000 I'N LOANS, RESULTING IN 23 JOBS AND 235, 000
TONS OF DI VERSI ON. THEY ALSO HAVE ASS| STED A
COWANY -- THIS IS -- THI' S COVPANY DI DN' T NEED ANY
LOAN, BUT THEY HAVE ASSI STED | N ESTABLI SHI NG A
COWPANY. AND WHAT THEY DI D I S THEY HAVE OFFERED
ASSI STANCE I N TERMS OF SI TING A YARD WASTE
COVPOSTI NG PROGRAM FOR THI S COVPANY. SO ABQUT 250
TONS PER YEAR DI VERSI ON AND THE CREATI ON OF ONE
FULL- TI ME DEDI CATED POSI TI ON RESULTED FROM THI S
EFFORT.
THAT CONCLUDES MY PORTI ON OF MY

PRESENTATI ON. | F THERE' S ANY QUESTI ONS.

CHAI RMAN RELI' S:  THANK YOU VERY MJUCH.

MEMBER PENNI NGTON: THAT WAS GREAT.

MR. BLUE: AND NOWI'D LI KE TO | NTRODUCE
DASSI PI NTAR, VWHO WORKS | N OQUR SAUGUS OFFI CE OF
THE WASTE BOARD, WHO S GO NG TO BE MAKI NG A
PRESENTATI ON ON THE L. A. COUNTY RMDZ.

MS. PINTAR: GOOD MORNI NG. MY NAME | S
DASSI PI NTAR, AND THIS | S MY FI RST Tl ME SPEAKI NG
TO YOU. SO IT'S A PLEASURE.

" D LI KE TO PRESENT AN OVERVI EW OF

THE L. A, COUNTY RMDZ. THE L. A. COUNTY ZONE | S
COWRI SED OF 14 CITI ES AND ALL OF THE UNI NCOR-
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PORATED COUNTY. THE ZONE'S ADM NI STERED BY THE
COMMUNI TY DEVELOPMENT COWM SSI ON OR THE CDC OF
L. A. COUNTY, WH CH IS UNDER THE DI RECTI ON OF THE
COUNTY BOARD OF SUPERVI SORS.

THE CDC PROVI DES COMMUNI TY AND
ECONOM C DEVELOPMENT AND AFFORDABLE HOUSI NG
FUNCTI ONS FOR THE ENTI RE COUNTY. THI S ZONE HAS
ONE FULL-TI ME STAFF, MONI CA CARLOS, WHO SPENDS ALL
OF HER TIME ON THE ZONE PROGRAM AND SHE HAS AN
ECONOM C DEVELOPMENT BACKGROUND.

I N ADDI TI ON, THE PROGRAM HAS JUST
H RED AN | NTERN WHO STARTED THI S WEEK WORKI NG
ABOUT 15 HOURS A WEEK EXCLUSI VELY ON THE RMDZ
PROGRAM SO THEY' RE HOPI NG TO GET SOME ADDI TI ONAL
BENEFI T OUT OF THAT.

FURTHERMORE, THE ZONE HAS AN
ADM NI STRATI VE BOARD WHI CH | S COVWPRI SED OF
REPRESENTATI VES FROM THE 14 CI TI ES AND THE COUNTY.
THERE ARE ABOUT ONE OR TWO REPRESENTATI VES FROM
EACH OF THE ClI TI ES AND TWO REPRESENTATI VES OF
COUNTY PUBLI C WORKS FOR THE UNI NCORPORATED COUNTY,
PLUS THE ZONE ADM NI STRATOR, AND THEY MEET EVERY
MONTH.  THESE | NDI VI DUALS HAVE A VARI ETY OF

BACKGROUNDS. SOVE OF THEM HAVE ECONOM C
DEVELOPMENT BACKGROUND, SOME HAVE SOLI D WASTE,
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PUBLI C WORKS, KIND OF A PRETTY GOOD M X

THE | NDI VI DUALS FROM THE CI TI ES HAVE
RESPONSI BI LI TY FOR MARKETI NG W THI N THEI R CI Tl ES,
AT LEAST DO NG THE I NI TI AL OUTREACH, AND THE ZONE
ADM NI STRATOR HAS RESPONSI BI LI TY FOR DO NG
OUTREACH | N THE UNI NCORPORATED COUNTY. ONCE THE
I NI TI AL CONTACTS ARE MADE, THE ZONE ADM NI STRATOR
THEN KI CKS | N AND WORKS W TH THE CI TI ES AND THE
BUSI NESSES W THIN THE CI TI ES AS WELL.

THE ZONE ADM NI STRATI VE BOARD MEETS
EVERY MONTH AND THE -- TO DI SCUSS ZONE | SSUES AND
MARKETI NG STRATEGI ES. THE ZONE ADM NI STRATOR
ESTABLI SHES AN AGENDA FOR EACH MEETI NG AND OFTEN
| NVI TES SPEAKERS ON TOPI CS OF | NTEREST TO THE
GROUP.

I N ADDI TI ON, THE ZONE ADM NI STRATOR
PUTS OUT A NEWSLETTER EVERY MONTH FOR THE ZONE
VWHI CH SHE DI STRI BUTES AT THESE MONTHLY MEETI NGS.
BOARD STAFF ATTENDS THESE MEETI NGS, BOTH TECHNI CAL
ASSI STANCE AS WELL AS LOAN STAFF, TO PROVI DE
SUPPORT TO THE ZONE AND TO THE | NDI VI DUAL CI Tl ES.

IN TERMS OF FUNDI NG FOR THE L. A
COUNTY ZONE, IT'S A JO NT VENTURE BETWEEN THE ZONE

ADM NI STRATI VE BOARD AND THE CDC. EACH OF THE
Cl TI ES PAYS $3, 000 ANNUALLY, SO THAT'S TI MES 14.



Please note: These transcripts are not individually reviewed and approved for accuracy.

37



© 00 N oo o B~ wWw N P

N NNN R R R R R R R R R R
W N B O © 0 N O U~ W N Rk O

NN
g b~

THE COUNTY PAYS 5, 000 ANNUALLY, AND THE CDC
PROVI DES 25, 000 ANNUALLY. SO THAT'S A TOTAL OF
62, 000.

I N TERMS OF MARKETI NG AND OUTREACH
ACTIVITIES, THE ZONE ADM NI STRATOR | S | NVOLVED I N
A VARI ETY OF EFFORTS TO MARKET THE PROGRAM
| NCLUDI NG MAI LI NGS, TELEPHONE FOLLOW UP CALLS,
SITE VISITS, AND TECHNI CAL AND FI NANCI AL
ASSI STANCE REFERRALS FOR POTENTI AL LOAN
RECI PI ENTS, AS WELL AS OTHER RECYCLI NG RELATED
BUSI NESSES W THIN THE ZONE. AND THE ZONE WORKS | N
CONJUNCTI ON W TH OTHER CDC LENDI NG PROGRAMS TO TRY
TO PRESENT, YOU KNOW A FULL PACKAGE OF OPTI ONS
FOR BUSI NESSES.

I N ADDI TI ON, THE ZONE HAS DESI GNED
I TS OAWN RMDZ BROCHURE, WHICH I T PUIS IN I TS
MAI LI NGS AND PROVI DES AT VARI OQUS FUNCTI ONS THAT
THEY ATTEND. AND THERE'S A QUARTERLY CDC
NEWSLETTER WHI CH GOES OUT -- WELL, QUARTERLY
THROUGHOUT THE COUNTY CALLED "PRO FORMA, " AND THEY
ADVERTI SE THE RVMDZ | N THAT PUBLI CATI ON AS WELL.

THE ZONE ADM NI STRATOR ALSO ATTENDS
BUSI NESS FORUMS, CHAMBER OF COMMERCE MEETI NGS,

MEETS W TH LENDERS TO PROMOTE THE PROGRAM TO
BUSI NESSES AND LENDERS.



Please note: These transcripts are not individually reviewed and approved for accuracy.

38



© 00 N oo o B~ wWw N P

N NN R R R R R R R R R R
N B O © 0 ~N O O A W N B O

23

24
25

CURRENTLY WE AND THEY ARE I N THE
M DST OF A MASS MAI LI NG THE ZONE PURCHASED ABOUT
2,000 BUSI NESS NAMES OF MANUFACTURERS, AND THEY
HAVE BEEN DOl NG AN | NCREMENTAL MAI LI NG, AND 1100
OF 2,000 HAVE ALREADY BEEN MAI LED BY THE ZONE.
AND BOARD STAFF, W TH THE ASSI STANCE OF THE
STUDENTS, HAVE BEEN DO NG FOLLOW UP CALLS. AND
WE' VE COMPLETED ABOUT 700 OF THOSE CALLS ALREADY,
AND THAT'S KI ND OF A CONSERVATI VE ESTI MATE. I T
MAY BE A LITTLE MORE BY NOW BUT FROM THOSE WE' VE
GENERATED 10 PERCENT TECHNI CAL REFERRALS, 5
PERCENT LOAN REFERRALS TO LOAN STAFF, 5 PERCENT
| NFORMATI ON PACKETS, AND, I N ADDI TI ON, FOUR
APPLI CATI ONS WERE SENT OUT AND ONE APPLI CATI ON HAS
BEEN RECEI VED FROM THOSE 700 CALLS SO FAR

I N ADDI TI ON TO THE ZONE
ADM NI STRATOR' S EFFORTS, THE | NDI VI DUAL CI TI ES
ALSO WORK ON THE PROGRAM  AND THE DEGREE TO WHI CH
THEY DEVOTE THEI R TI ME VARI ES CONSI DERABLY. MOST
OF THE CI TI ES DO ATTEND THE MONTHLY MEETI NGS.
THEY HAVE A VERY GOOD TURNOUT. AND SOVE OF THE
CITIES DO A LOT OF ONGO NG MAI LI NGS, A LOT OF
ONGO NG MARKETI NG W THIN THEI R CI Tl ES,

PARTI CULARLY COMVERCE, VERNON, AND MONTEBELLO.
THEY W LL DO REGULAR MAILINGS TO THEIR

BUSI NESSES,
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DO FOLLOW UP CALLS AND SITE VISITS, AND THEN
THEY' LL TURN OVER THE REFERRALS TO THE ZONE
ADM NI STRATOR OR DI RECTLY TO OUR LOAN STAFF.

OTHER CI TI ES DO SOVE MAI LI NGS, BUT
TO A LESSER EXTENT. THEY' RE NOT QUI TE AS | NVOCLVED
OR THEY HAVE BUSI NESS FORUMS, ENVI RONMENTAL FAl RS,
CI TI ES LI KE SOUTH GATE, CARSON, PASADENA, BUT
THEY' RE NOT QUI TE AS AGGRESSI VE AS SOVE OF THE
OTHER CI Tl ES.

BOARD STAFF WORKS VERY CLOSELY W TH
THI'S ZONE, WTH THE ZONE ADM NI STRATOR, AND THE
CITY STAFF TO PROMOTE THE RMDZ PROGRAM I'N L. A.
COUNTY. AS | MENTI ONED BEFORE, BOARD STAFF ATTEND
THE MONTHLY ZONE MEETI NGS, BOTH TECHNI CAL
ASSI STANCE AND FREQUENTLY LOAN STAFF, | F POSSI BLE.
BOARD STAFF ACCOVPANI ES THE ZONE ADM NI STRATOR AND
CITY STAFF TO MEET W TH BUSI NESSES.  BOARD STAFF
COORDI NATE MARKET EFFORTS SUCH AS FOLLOW UP CALLS
AND HAVE G VEN EXTENSI VE TRAI NI NG TO OUR STUDENT
| NTERNS TO CONDUCT THESE TELEPHONE CALLS. WE HAVE
PURCHASED MAI LI NG LI STS. WE HAVE PROVI DED CNVA
LI STS, AND WE ALSO PURCHASED SOME DUN AND
BRADSTREET LI STS FOR L. A. COUNTY.

AND I N CONJUNCTI ON W TH THE ZONE
ADM NI STRATOR, THE BOARD STAFF IS CURRENTLY
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PLANNI NG TO CONDUCT AN ADDI TI ONAL MAI LI NG W TH
FOLLOW UP CALLS TO THE ENTI RE ZONE, | NCLUDI NG THE
CI TI ES, HOPEFULLY TO GENERATE MORE LEADS AND
PERHAPS TO STI MULATE SOVE ADDI TI ONAL ACTIVITIES I N
SOVE OF THE CI TI ES WHERE THE CI TI ES HAVEN T BEEN
QUI TE AS ACTI VE.

BOARD STAFF ALSO ATTENDS LOCAL
BUSI NESS FORUMS AND BRI NGS THE RMDZ DI SPLAY WHEN
REQUESTED. AND WE PROVI DE REFERRALS TO L. A.
COUNTY FROM THE R- TEAM OR OTHER SOURCES THAT COVE
OUR WAY.

IN TERMS OF LOAN ACTIVITY, FOUR
LOANS HAVE BEEN APPROVED IN L. A, COUNTY SINCE IT
BECAME A ZONE | N 1994, AND THE TOTAL AMOUNT LOANED
WAS ABOUT TWO AND A HALF M LLION. THREE
APPL| CATI ONS HAVE BEEN SUBM TTED FOR THI S JULY 1ST
DEADLI NE, AND SEVERAL OTHER APPLI CATI ONS ARE
ANTI CI PATED TO BE SUBM TTED FOR THE NEXT QUARTER.

BASED ON THE FOUR LOANS THAT HAVE
BEEN APPROVED, ABOUT 40, 000 TONS WERE DI VERTED
ANNUALLY AND ABOUT 40 JOBS CREATED. SOVE OF THOSE
BUSI NESSES WERE LI KE PLASTI CS WHERE, YOU KNOW THE
TONNAGE | SN' T REAL HI GH.

THAT CONCLUDES MY PRESENTATI ON.
CHAI RMAN RELI'S: THANK YOU VERY MJCH.
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ANY QUESTI ONS?

MEMBER PENNI NGTON:  NO, THAT'S FI NE.
THANK YOU.

CHAI RMAN RELI S: OKAY.

MR. BLUE: | JUST WANTED TO MAKE ONE
QUI CK PO NT, AND DASSI TOUCHED ON I T HERE. BOTH
OF THESE ZONES DRAW HEAVI LY ON BOARD STAFF. IT'S
THE OLD THI NG YOU CAN BRI NG A HORSE TO WATER, BUT
THEY HAVE TO COVE TO US TO ASK FOR THE HELP W TH
THESE THINGS. WE CAN' T FORCE THEM TO TAKE THE
HELP FROM US, AND BOTH THESE ZONES DO RELY HEAVI LY
ON BOARD STAFF FOR TECHNI CAL ASSI STANCE AND TO
HELP W TH THEI R MARKETI NG EFFORTS.

THI 'S CONCLUDES THE PRESENTATI ON.

ANY QUESTI ONS OF ME?

CHAI RMAN RELI'S:  NO QUESTI ONS. THANK YQU
VERY MJUCH. GOOD PRESENTATI ON.

OKAY. LET'S MOVE ON TO I TEM 4. WE

DO HAVE ONE PERSON WHO S REQUESTED TO SPEAK.

MS. TRGOVCICH: I TEM 4 | S CONSI DERATI ON
OF CONTRACT CONCEPTS FOR MARKETI NG THE RECYCLI NG
MARKET DEVELOPMENT ZONES FOR FI SCAL YEAR '97-'98.
WHAT YOU ARE GO NG TO BE SEEI NG COM NG BEFORE YOU

IS WHAT IS LI KELY TO BE THE CULM NATI ON OF THE
CONTRACT CONCEPTS FUNDED OUT OF THE RMDZ
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SUBACCOUNT FOR FI SCAL "97-'98. DONNELL DUCLO HAS
SOVE HANDQUTS THAT SHE IS GO NG TO BE PROVI DI NG OR
HAS PROVI DED TO YOU -- THEY SHOULD BE I N FRONT OF
YOU ON THE TABLE RI GHT NOW -- WHI CH PROVI DE YQU
W TH KIND OF A SUMVARI ZED VERSI ON OF ALL OF THE
CONTRACT CONCEPTS THAT HAVE COVE FORWARD TO YQU.
| WANTED TO MAKE SURE THAT THE MEMBERS SAW THE TWO
CONCEPTS BEI NG CONSI DERED TO DATE IN LI GHT OF THE
BROADER ARRAY OF CONCEPTS THAT HAVE ElI THER BEEN
APPROVED OR ON THE TABLE.

WHAT YOU HAVE IN FRONT OF YOU IS A
TWO- COLUMN CHART. AND ON THE LEFT- HAND COLUMW\,
THE APPROVED CONCEPTS ARE | DENTI FI ED, AND THOSE
| NCLUDE THE LOAN CLOSI NG LOAN SERVI CI NG
SPECI ALI ZED CREDI TOR ASSI STANCE, WHICH W LL BE
AWARDED THI' S MONTH; A FI NANCI AL CONSULTANT
CONTRACT MOVI NG OQUT TO BI B, THE CALCAP | NTERAGENCY
AGREEMENT, WHI CH YOU HEARD LAST MONTH AND WE ARE
CURRENTLY I N THE PROCESS OF NEGOTI ATI NG, AND WHAT
WE | NCLUDED ON HERE, BUT IS | NCLUDED AS A BROADER
STUDENT ASSI STANCE CONTRACT, 1S THE RMDZ
CONTRI BUTI ON TO THAT BROADER STUDENT ASSI STANCE
CONTRACT THAT MOVES FORWARD EACH YEAR.

ON THE RI GHT- HAND COLUMN, WHAT YQU
W LL SEE ARE THE THREE CONCEPTS THAT HAVE YET TO
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COVE FORWARD. TWO ARE ON YOUR AGENDA THAT YOU
W LL BE HEARI NG ANY MOVENT NOW  THOSE | NCLUDE THE
GENERAL MARKETI NG ASSI STANCE CONCEPT AND THEN A
RURAL ASSI STANCE CONCEPT, WHI CH W LL BE DI SCUSSED.
WE HAVE ALSO | NCLUDED TO ENSURE THAT YOU KI ND OF
SEE THE FULL ARRAY OF CONCEPTS THAT WLL BE COM NG
FORWARD, A PLACE HOLDER FOR SPECI ALI ZED LEGAL
SERVI CES.

THIS IS QUTSI DE COUNSEL. AS YOU ARE
AWARE, WE HAVE OUTSI DE COUNSEL ON RETAI NER TO
ASSI ST US WTH THE LOAN PROGRAM | T IS VERY
DI FFI CULT TO BE ABLE TO TRACK THE AMOUNT OF FUNDS
THAT ARE REQUI RED FROM YEAR TO YEAR SI NCE WE HAVE
SPECI ALI ZED CASES THAT COVE UP THAT MAY ALL OF A
SUDDEN REQUI RE SI GNI FI CANT OUTSI DE LEGAL
RESOURCES. BANKRUPTCI ES, FORECLOSURES THAT WERE
UNANTI CI PATED W LL ALL OF A SUDDEN DRAI N THAT
CONTRACT. WE ARE EXPERI ENCI NG THAT RI GHT NOW W TH
RECENT NEGOTI ATI ONS AROUND CERTAIN Tl RE
BUSI NESSES. AND SO WHAT YOU MAY SEE COM NG
FORWARD | S A SUBSEQUENT CONCEPT TO ENTER | NTO A
LEGAL SERVI CES CONTRACT FOR THE REMAI NDER OF
FI SCAL YEAR 7-8. SO | WANTED TO MAKE SURE THAT

YOU SAW THESE ALTOGETHER.
AND WTH THAT, 1'M GO NG TO TURN THE
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PRESENTATI ON OVER TO RAFFY FROM THE ZONE SECTI ON,
AND HE W LL BE WALKI NG THROUGH THE PROCESS THAT WV\E
VENT THROUGH AND THEN THE CONCEPTS BEFORE YOU.
MR, KOUYOUMDJI AN: MY NAME | S RAFFY

KOUYOUMDJI AN.  |' M HERE TO PRESENT AGENDA | TEM 4
AND TO ANSWER ANY -- GOOD MORNI NG. MY NAME | S
RAFFY KOUYOUMDJI AN. |'M HERE TO PRESENT AGENDA
| TEM NO. 4 AND TO ANSWER ANY QUESTI ONS THAT YQU
MAY HAVE.

DURI NG THE PAST SEVERAL MONTHS,
BOARD STAFF HAVE BEEN RECEI VI NG REQUESTS TO
| NCREASE THE RMDZ PROGRAM MARKETI NG EFFORTS FROM
THE ZONE ADM NI STRATORS. BASED ON THESE REQUESTS,
STAFF SENT OUT A LETTER, ATTACHMENT NO. 1, WHI CH
IS PAGE 9 ON YOUR AGENDA | TEM PACKET, TO ALL THE
ZONE ADM NI STRATORS AND OTHER | NTERESTED PARTI ES,
SEEKI NG | NPUT FROM THEM ON WHAT TYPE OF MARKET
ACTI VI TI ES NEED TO BE UNDERTAKEN TO BOOST RMDZ
PROGRAM S RECOGNI TI ON AND TO RECRUI T BUSI NESSES
FOR THEI R LOAN PROGRAM

THERE VWERE THREE RESPONSES TO OUR
LETTER. THEY WERE FROM JANET COE, ZONE
ADM NI STRATOR FOR THE CHI NO, CHI NO HI LLS RMDZ,

GAI NOR AND ASSOCI ATES, AND MATERI ALS FOR THE
FUTURE FOUNDATI ON. THESE RESPONSES ARE FOUND | N
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THE AGENDA | TEM PACKET AS ATTACHMENTS 2, 3, AND 4,
PAGES 11 THROUGH 16. EACH PROVI DED US W TH | DEAS
ON HOW THEY W LL APPROACH MARKETI NG THE RMDZ
PROGRAM

AFTER CAREFUL ANALYSES, STAFF WOULD
LI KE TO PROCEED W TH THE | DEAS PROPOSED BY THE
MATERI ALS FOR THE FUTURE FOUNDATI ON. THI S CONCEPT
W LL SET UP FOUR | NVESTMENT FORUMS | N CALI FORNI A
TO BRI NG BUSI NESSES THAT ARE CAREFULLY SCREENED
AND PREQUALI FI ED TO MEET W TH BANKERS, VENTURE
CAPI TALI STS, AND OTHER FI NANCI AL | NSTI TUTI ONS FOR
| NVESTMENT CAPI TAL.

STAFF AT THIS TI ME | S ASKI NG
APPROVAL OF THE CONTENT OF THE CONTRACT CONCEPT
FROM THE COW TTEE. UPON APPROVAL, STAFF W LL BE
PRESENTI NG THI S CONTRACT CONCEPT TO THE
ADM NI STRATI ON COW TTEE FOR APPROVAL OF THE
CONTRACT. THI S CONTRACT CONCEPT | S FOR THE AMOUNT
OF $120, 000.

THE SECOND CONTRACT CONCEPT
ADDRESSES SPECI FI C MARKETI NG NEEDS THAT THE RURAL
RVMDZ' S HAVE. THI S CONTRACT CONCEPT W LL BE USED
TO I DENTI FY 15 BUSI NESSES W THI N THE RURAL RMDZ' S

THAT MANUFACTURE PRODUCTS FROM RECYCLED CONTENT
AND TO ASSI ST THESE BUSI NESSES | N DEVELOPI NG
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MARKETI NG PLANS FOR THEI R PRODUCTS. THESE
MARKETI NG PLANS W LL ALLOW THESE BUSI NESSES TO
SELL THEIR PRODUCTS, VWHI CH, IN TURN, WLL HELP IN
THE | NCREASED UTI LI ZATI ON OF RECYCLABLE FEEDSTOCK.
THI' S CONTRACT CONCEPT BENEFI TS THE RURAL RMDZ'S | N
REACHI NG THEI R AB 939 MANDATES. THI S CONTRACT
CONCEPT IS FOR THE AMOUNT OF $40, 000.
DO YOU HAVE ANY QUESTI ONS?

CHAI RMAN RELI'S: OKAY. BEFORE GO NG TO
QUESTI ONS, MAYBE WE CAN ASK JESSI CA GAYLORD OF
EPA'S REG ON 9 TO COVME FORWARD AND TELL US WHAT' S
ON YOUR M ND.

MS. GAYLORD: GOOD MORNI NG. MY NAME | S
JESSI CA GAYLORD. [|'M FROM THE SCLI D WASTE PROGRAM
AT EPA REGI ON 9 I N SAN FRANCI SCO. AND | JUST
WANTED TO SPEAK BEFORE THE BOARD TODAY TO VO CE
OUR SUPPORT OF THE CONCEPT OF SPONSORI NG
| NVESTMENT FORUMS | N CALI FORNIA.  TH S HAS BEEN A
PRIORI TY FOR US, SORT OF THE SCOPI NG OF HAVI NG AN
I NVESTMENT FORUM  WE SEE THEM AS | MPORTANT
BECAUSE THEY PROVI DE FI NANCI NG TO RECYCLI NG
BUSI NESSES THAT HAVE TRADI TI ONALLY BEEN SHUT OUT
OF MORE MAI NSTREAM FORMS OF FI NANCI NG, HAVE

DI FFI CULTI ES ACCESSI NG THAT.
EPA HAS FUNDED | NVESTMENT FORUMS | N
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A COUPLE OTHER PARTS OF THE COUNTRY. THERE' S ONE
I N THE SOUTHEAST AND ONE | N THE NORTHEAST, AND SO
WE HAVE SOVE MODELS OF SUCCESSFUL | NVESTMENT
FORUMS, AND YET THERE HASN T BEEN ONE ON THE WEST
COAST.

I KNOW THAT THE WASTE BOARD | S
LOOKI NG AT HOLDI NG MORE THAN ONE, AND | THI NK
THAT' S A GOOD APPROACH. | THI NK THE LOCAL
EXPERTI SE AND KNOW.EDGE OF RECYCLI NG BUSI NESSES,
OF THE SOLI D WASTE | NDUSTRY | S BENEFI Cl AL, EVEN
| NTEGRAL TO THE SUCCESS OF | NVESTMENT FORUMS.  AND
SO WE' RE LOOKI NG TO ENGAGE W TH THE WASTE BOARD I N
SOVE SORT OF COOPERATI VE ARRANGEMENT TO MAKE THI S
HAPPEN | N CALI FORNI A.

OUR RESPONSI BI LI TI ES EXTEND BEYOND
CALI FORNI A.  WE'RE A REGI ONAL OFFI CE FOR ARI ZONA
AND NEVADA, HAWAI'l, AS VWELL AS CALI FORNI A.  AND SO
VWH LE WE HAVE SOVE | DEA OF THE COWM TMENT THAT
WE' D LI KE TO MAKE TOWARDS | NVESTMENT FORUMS, |
THI NK ONLY PART OF OUR MONI ES WOULD GO FOR THE
CALI FORNI A ONE. AND CERTAINLY | F THESE ARE
SUCCESSFUL, THEY COULD SERVE AS MODELS FOR THE
OTHER REGI ON 9 STATES THAT EPA - -

CHAI RMAN RELI'S: SO YOU RE GO NG TO

A FI NANCI AL.
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1 MS. GAYLORD: SOME SORT OF FI NANCI AL.

2 CHAI RMAN RELI S:  SOVE UNSPECI FI ED.

3 MS. GAYLORD: WE' VE TALKED IN THE

4 NElI GHBORHOOD OF 40, 000. | T COULD BE LESS; |IT

5 COULD BE MORE. WE'LL JUST NEED TO LOOK AT A TOTAL
6 PROJECT BUDGET ONCE WE GO FORWARD W TH THI S.

7 MS. TRGOVCI CH: I N REVI EW NG THE CONCEPT
8 AS | T WAS DESCRI BED IN THE | TEM AND I N HEARI NG
9 RAFFY' S PRESENTATION, IS TH S A VERY SIM LAR

10 APPROACH TO THE ONE THAT YOU WERE GO NG TO BE

11 PURSUI NG, THAT U. S. EPA HAD PLACED AS A HI GH

12 PRI ORI TY?

13 MS. GAYLORD: YEAH  THERE AREN T

14 EXACTLY -- THERE WEREN T DETAI LS PROVI DED I N THE
15 AGENDA | TEM I N TERMS OF HOW EXACTLY YOU WANT TO
16 SET UP AN | NVESTMENT FORUM | THI NK THERE ARE
17 DI FFERENT WAYS TO DO THAT, AND WE CAN GET TO
THOSE

18 DETAI LS. BUT I N GENERAL THE CONCEPT IS -- FITS
I N

19 W TH OUR PI CTURE OF WHAT WWE WANTED TO DO.
20 MS. TRGOVCI CH: SO YOU WOULD BE

PURSUI NG,
21 AS YOU SAI D, SOVE SORT OF COOPERATI VE WORKI NG
22 RELATI ONSHI P.

23 MS. GAYLORD: TO RELY ON THE BOARD S
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24 EXPERI ENCE AND KNOW.EDGE OF THE LOCAL
CONDI TI ONS,
25 ABSOLUTELY.
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THANK

TO

10
11
12

13
YOU
14
15
16
17
18
THE
19

CHAI RMAN RELI S: WELL - -
MEMBER PENNI NGTON: MR. CHAI RVAN, |

U S. EPA'S EFFORTS AND APPLAUD YOUR BEI NG HERE

SUPPORT THI'S, AND WE' LL TAKE ALL THE MONEY WE

GET.

CHAI RMAN RELI'S: | HAVE A MOTION, IF
ARE - -

MEMBER PENNI NGTON: | JUST WAS GO NG TO
SAY |'M VERY SUPPORTIVE OF THIS. | DO THI NK |

HAVE TO QUESTI ON $30, 000 PER WORKSHOP, BUT |'M
SURE THAT THE MONEY AND THE VALUE | S THERE.
MS. TRGOVCI CH:  PERHAPS, MR. CHAI RMAN,

DON'T KNOW I F I T WOULD | NTEREST YOU AT ALL, IF

WOULD LI KE GREATER DESCRI PTI ON OF WHAT GOES | NTO
BUI LDI NG THE | NVESTMENT FORUMS, WHAT THE TI ME --
CHAI RMAN RELI'S: | THI NK WE HAVE A
REASONABLE | DEA OF THAT.
"M GO NG TO MOVE THAT WE ADOPT

STAFF' S RECOMMENDATI ON TO APPROVE CONTENT OF THE
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20 CONTRACT CONCEPTS FOR MARKETI NG THE RMDZ'S FOR
FY

21 '97-'98, FORWARD THE CONCEPTS TO THE ADM NI STRA-
22 TION COW TTEE FOR APPROVAL W TH THE FOLLOW NG
23 CHANGES: REGARDI NG THE CONCEPT FOR THE

I NVESTMENT

24 FORUMS, WOULD SUGGEST THAT WE AUTHORI ZE UP TO
25 120, 000, BUT DI RECT THAT TWO FORUMS BE CONDUCTED
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FI RST AND THAT THEI R RESULTS BE EVALUATED AS A
CONDI TI ON TO ALLOCATI NG THE REMAI NDER JUST SO WE
HAVE AN OPPORTUNI TY TO EVALUATE THE BENEFI T OF
SUCH A FORUM BUT |'M SOLIDLY BEHI ND | T.

AND THEN DI RECT STAFF TO EXAM NE
POSSI BLE FI NANCI AL | NCENTI VES FOR ZONE
ADM NI STRATORS AND TO EXAM NE WHETHER THE ZONES
M GHT BE SET UP -- WHERE WE M GHT SET UP A GROUP
OF ZONE ADM NI STRATORS TO EXAM NE PGOSSI| BLE
OPTI ONS, MAKE RECOMVENDATI ONS TO THE MARKET
DEVELOPMENT COWM TTEE, AND TO RETURN TO THE
COMWM TTEE W TH RECOMMENDATI ONS THI S FALL.

SOIT S -- WE COULD ElI THER MAKE THAT
ONE -- THE FIRST PART A SI NGULAR MOTION WTH A
DI RECTI VE TO STAFF.

MS. TRGOVCI CH:  COULD I ASK FOR SOVE
CLARI TY ON THE FI RST PART OF THE MOTI ON AROUND THE
I NVESTMENT FORUMS? WOULD I'T BE YOUR DI RECTI ON TO
STAFF TO WORK WTH U. S. EPA AND I N DO NG THAT WORK
W TH, YOU KNOW THE | DENTI FI ED PARTI Cl PANTS THAT
THEY HAVE BEEN NEGOTI ATI NG W TH THUS FAR?
CHAI RMAN RELI'S:  YES. | THI NK THEY

WOULD, |'M SURE, HAVE AN | NTEREST | N THAT, AND
M GHT BE A CONDI TI ON OF THEI R | NVOLVEMENT. SO

WANT THEI R | NVOLVEMENT, AND SO WE DO WANT THEM
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PARTNER W TH US.

MS. GAYLORD: | THI NK THERE' S SOVE KEY
PLAYERS THAT WE' D WANT TO WORK W TH.

MS. TRGOVCI CH: SO WE' RE COWM TTI NG TO
THEN GO NG DOWN THAT PATH THROUGH THI S MOTI ON OF
VORKI NG W TH YOU AND PARTNERI NG W TH THOSE KEY
PLAYERS.

MEMBER PENNI NGTON:  OKAY. FINE. [|'LL
SECOND THAT.

CHAI RMAN RELI S: OKAY. I T'S MOVED AND
SECONDED. WE' LL CALL THE ROLL.

THE SECRETARY: MEMBER PENNI NGTON.

MEMBER PENNI NGTON:  AYE.

THE SECRETARY: CHAI RMAN RELI S.

CHAI RMAN RELI S:  AYE.  CONSENT?

MEMBER PENNI NGTON:  SURE. I T'S GOT' TO GO

TO ADM N COW TTEE.

CHAI RMAN RELI S: ALL RIGHT. WHI CH BRI NGS

US TO I TEM 5.

MS. TRGOVCI CH: MR CHAI RMAN, JUST FOR
CLARITY, YOU MOVED BOTH CONCEPTS, SO DI D YOU MOVE
THE RURAL CONCEPT AS WELL?

CHAI RMAN RELI S: YES, THAT WAS | N THERE.

| THI NK THE RURAL, JUST TO COMMENT ON THAT, |
THI NK BASED ON THE PRESENTATI ON WE HEARD, ANY
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FOCUSED EFFORT THAT WE CAN DO TO ASSI ST, USING A
CONTRACT, | TH NK WOULD BE OF GREAT BENEFI T BASED
ON THE PRESENTATI ON, EVI DENCE WE HEARD, YES.

M5. TRGOVCICH: | TEM NO. 5 BEFORE YOU I S
CONSI DERATI ON OF METHODS TO | NCREASE LOANS
PROCESSED. THI S | TEM WAS PLACED ON THE AGENDA I N
ORDER TO BRI NG FORWARD TO YOU CONCEPTS, THOUGHTS,
| DEAS COM NG OQUT OF THE FEBRUARY 5TH WORKSHOP
COM NG OUT OF THE ZONE ADM NI STRATORS CONCEPTS
AROUND WHAT WE CAN DO TO | MPROVE KI ND OF MORE THE
ADM NI STRATI ON AROUND THE LOAN PROCESSI NG ASPECT
THAT OCCURS HERE AT THE BOARD. AND BOB CAPUTI
W LL BE SUMMARI ZI NG FOR YOQU, AND YOU CAN SEE IT IN
THE | TEM AS WELL, WHAT WE HAVE DONE TO | MPLEMENT
THOSE SUGGESTI ONS THUS FAR AND WHAT REMAI NS TO BE
DONE. BOB.

MR, CAPUTI: |'M BOB CAPUTI, MANAGER OF
THE LOAN PROGRAM CHAI RMAN RELI S AND BOARD MEMBER
PENNI NGTON.

TH'S | TEM WOULD SEEK TO | NCREASE THE

NUMBER OF LOANS PROCESSED BY THE LOAN PROGRAM BY
PROPOSI NG A NUMBER OF CHANGES TO THE LOAN PROCESS.
THESE CHANGES WOULD | NCLUDE SI MPLI FYI NG THE APPEAL

PROCESS FOR LOANS DENI ED BY STAFF FOR CREDI T
REASONS; MAKI NG | T EASI ER AND FASTER TO BRI NG SUCH
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APPEALS DI RECTLY TO LOAN COWM TTEE, BY TAKI NG
APPLI CATI ONS FORWARD TO THE LOAN COW TTEE WHERE
THE APPLI CANT HAS DEMONSTRATED AN ABILITY TO
REPAY, BUT THE APPLI CANT AND STAFF CANNOT AGREE ON
LOAN TERMS AND CONDI TI ONS; BY ALLOW NG APPLI CANTS
THE ABI LI TY TO APPEAL LOAN COWMM TTEE DECI SI ONS
DI RECTLY TO THE MARKET DEVELOPMENT COWM TTEE; BY
DI FFERENTI ATI NG BETWEEN LOANS THAT ARE DEN ED FOR
CREDI T REASONS AND THOSE LOANS THAT ARE W THDRAWN
FROM THE CREDI T PROCESS WHERE PROJECT ELI G BILITY
AND CREDI TWORTHI NESS CANNOT BE DETERM NED DUE TO
MATERI AL DEFI Cl ENCI ES | N THE APPLI CATI ON; AND,
FI NALLY, BY REDUCI NG THE LOAN APPLI CATI ON FEE FROM
3 PERCENT OF THE LOAN AMOUNT TO 2 PERCENT.

I T"S STAFF' S BELI EF THAT THESE
CHANGES W LL ALLOW THE LOAN COWM TTEE TO TAKE A
MORE ACTI VE ROLE I N THE LOAN PROCESSI NG SYSTEM AND
PROVI DE OPPORTUNI TI ES FOR REACHI NG FUNDI NG
AGREEMENT W TH APPLI CANTS THAT HAVE NOT BEEN
POSSI BLE TO DATE.

SPECI FI CALLY, THI S | TEM WOULD SEEK
APPROVAL TO REVI SE THE EXI STI NG APPEALS PROCESS BY
ADOPTI NG THE PROPOSED LOAN PROGRAM LENDI NG

PROCEDURES CONTAI NED I N ATTACHMENT 1 OF THI S | TEM
AND WOULD SEEK APPROVAL TO REDUCE THE LOAN
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1 ORI G NATI ON FEES TO THE BORROWER FROM 3 PERCENT TO
2 2 PERCENT.

3 THESE CHANGES ARE I N ADDI TION TO A
4 NUMBER OF PROGRAMVATI C CHANGES THAT THE PROGRAM
5 HAS MADE SI NCE THE FEBRUARY 5TH WORKSHOP AND THE
6 FEBRUARY 6TH MARKET DEVELOPMENT COWM TTEE MEETI NG
7 THESE CHANGES | NCLUDED THE OUTSOURCI NG OF CLOSI NG,
8 SERVI CI NG, AND PROBLEM LOAN ACTI VITIES TO ALLOW
9 STAFF MORE TI ME TO APPLY TO LOAN ORI Gl NATI ON,

10 ACQUI RI NG BETTER MARKETI NG TOOLS FOR BETTER

11 OUTREACH | N THE LOAN ORI Gl NATI ON AREA, MAKI NG

12 REGULATORY CHANGES THAT WOULD MAKE THE PROGRAM

13 MJUCH MORE USER FRI ENDLY TO THE APPLI CANTS,

V\ORKI NG

14 ON AN ELIG BILITY CRI TERI A DOCUMENT THAT W LL
MAKE

15 | T EASY FOR THE ZONES TO DETERM NE ELI G BILITY

I N

16 THE MAJORITY OF CASES W THOUT CONTACTI NG STAFF

AND

17 ON THE SPOT I N WORKI NG W TH APPLI CANTS.

18 WE' RE MAKI NG SOVE OTHER CHANGES

AS

19 WELL, BUT THI S COWLETE PACKAGE, WE HOPE, W LL
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20 TOWARDS MAKI NG THE PROGRAM A LOT MORE USER

21 FRI ENDLY AND | NVOLVE MORE PEOPLE | N GETTI NG THE
22 LOANS TO YOU. ANY QUESTI ONS?

23 MEMBER PENNI NGTON: MR, CHAIRMAN, |'D
24 LI KE TO COMVEND STAFF ON AN EXCELLENT JOB AND

HAVE

25 DONE SOVE OUTSTANDI NG ACCOWVPLI SHVENTS HERE,
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PARTI CULARLY SI NCE THE WORKSHOP. | THI NK THERE
WAS A LOT BROUGHT FORWARD AT THE WORKSHOP, AND
THEY HAVE SYNTHESI ZED | T A LOT AND DONE AN
EXCELLENT JOB.

| DO HAVE ONE QUESTI ON, AND THAT | S
THAT THE 3- PERCENT LOAN ORI G NATI ON FEE THAT WE' RE

PAYI NG NOW DOES THAT COVER OUR ADM NI STRATI VE
COST?

MR, CAPUTI: NO. | T S NOT EVEN CLOSE.

MEMBER PENNI NGTON:  WELL, MR CHAI RVAN,
" D HAVE A HARD Tl ME SUPPORTI NG THAT REDUCTI ON
BECAUSE THE STATUTE REQUI RES THAT OUR LOAN FEES
COVER OUR ADM NI STRATI VE COST. AND | F WE' RE NOT
COWPLYI NG W TH THE STATUTORY REQUI REMENTS NOW |
CAN T SEE REDUCI NG AND MAKI NG | T EVEN LESS OR
GREATER BEI NG OUT OF COVPLI ANCE W TH WHAT THE
STATUTE REQUI RES. | CERTAINLY WOULD SUPPORT
EVERYTHI NG ELSE, BUT | CAN'T -- | CAN T SUPPORT
REDUCI NG A RATE THAT WE' RE ALREADY | N VI OLATI ON.

CHAI RVAN RELI'S: M. TRGOVCI CH, DID YOQU
HAVE A COMMENT?

MS. TRGOVCI CH: CERTAINLY. WE BECAME
AWARE OF THI S | SSUE YESTERDAY, AND | ASKED LEGAL

COUNSEL TO TAKE A LOOK I NTO, AND PERHAPS DEBBI E
HAS SOVE COMMENTS TO OFFER.
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MS5. BORZELLERI: ACTUALLY | JUST LOOKED
AT THIS THFS MORNI NG THE WAY |' M READI NG THI S,
| T DOESN' T APPEAR THAT WE' RE REQUI RED TO FULLY
FUND THE PROGRAM | WOULD NEED TO GO BACK AND
LOOK AT THE LEGQ SLATI VE H STORY. BUT AT MY FI RST
GLANCE, I'T DOESN T APPEAR THAT THE ABSOLUTE FULL
FUNDI NG | S REQUI RED.

SO AGAI N, | CAN BE READY, YOU KNOW

I N A COUPLE OF DAYS W TH AN ANSWER FOR YOU, BUT,
YOU KNOW | T APPEARS THAT THE STATUTE' S | NTENT | S
THAT SOME -- SOVE OF THESE FEES COVER THE FUNDI NG
BUT | CAN' T READ THAT IT'S ABSOLUTELY REQUI RED
THAT THE FULL FUNDI NG NEEDS TO BE THERE.

MEMBER PENNI NGTON: | WOULD THI NK THAT,
EVEN I F | AGREE THAT IS WHAT | T SAYS, THEN THAT
EVEN MAKES MY PO NT MORE, THAT WE' RE ACTUALLY
TRYI NG TO LESSEN WHAT | T'S ASKI NG US TO COVER AT
THE MOST.

MS. BORZELLERI: THAT'S CERTAI NLY YOUR
PREROGATI VE, AND REGULATI ON ALLOWS FOR THAT.

MR. CAPUTI: | MGHT ADD THIS IS -- THE
OBJECT OF THE I TEM IS TO | NCREASE THE AMOUNT OF
LOANS COM NG TO THE BOARD. THE 3- PERCENT

REDUCTI ON TO 2 PERCENT WAS I N RESPONSE TO
CRI'TI CI SM FROM SOVE OF THE ZONES AND SOVE OF THE
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HAVE
25

APPL| CANTS THAT BORROWED. | DON T THI NK THAT THI S
WOULD HAVE A BI G EFFECT ON THE NUMBER OF LOANS
REACHI NG YOU. | T WAS MORE OF A PERCEPTI ON PROBLEM
I N BRI NG NG US CLOSER TO WHAT OTHER PROGRAMS ARE
DA NG.

CHAIRVAN RELI'S: A QUESTION. THI S IS THE
FIRST TI ME |' VE HEARD THAT THE FEE WASN T COVERI NG
THE COST, THE STAFF COST, THE ORI G NATI ON FEE.

MS. TRGOVCICH: | DON' T BELI EVE THAT THE
STAFF, YOU KNOW I N THE PAST OR PRI OR BOARDS HAVE
| NTERPRETED THAT SECTI ON OF STATUTE TO REQUI RE
THAT THE FEE COVER ALL OF OUR ADM NI STRATI VE
COSTS, THAT I'T JUST BE SET SO AS TO COVER | NI TI AL
REVI EW APPLI CATI ON TYPE OF COSTS. YOU KNOW |
HAVEN T BEEN HERE FOR THE PAST HONEVER MANY YEARS
THE PROGRAM HAS BEEN OPERATI NG. BOB'S BEEN W TH
THE PROGRAM FOR A COUPLE YEARS, SO | DON' T THI NK
El THER OF US COULD REALLY SPEAK TO THE ORI Gl NAL
| NTENT OF THE PRI OR BOARD | N ESTABLI SHI NG THE FEE
AT THE 3-PERCENT LEVEL. BUT | DON' T BELIEVE IT
WAS EVER OUR | NTENT TO SEE THAT FEE COVER ALL OF
THE ADM NI STRATI VE COST.

CHAI RVAN RELI'S: | NEVER UNDERSTOOD THAT
TO BE THE CASE. BUT ANYWAY, | THI NK MAYBE W\E

ONLY A SMALL DI FFERENCE OF OPI NI ON HERE. | WOULD
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SUGGEST THAT WE MOVE, IN LIGHT OF THIS -- | DON T
HAVE ANY SPEAKER SLI PS. |S THERE ANYONE WHO

W SHES TO SPEAK TO THIS ITEM? THEN I'M GO NG TO
MAKE A SUGGESTI ON THAT WE MOVE TO ADOPT STAFF' S
PROPOSED LOAN LENDI NG PROCEDURES AS QOUTLI NED | N
ATTACHMVENT 1. AND THEN | WOULD SUGGEST THAT
PERHAPS, | F WE AGREE ON THAT, | WOULD LI KE TO
LOVER THE RATE BECAUSE | THI NK I T'S AN | NDUCEMENT.
BUT MAYBE WE SHOULD JUST BREAK THAT OUT AND

RESCLVE -- SEE | F WE CAN RESOLVE THAT BETWEEN NOW

AND THE BOARD MEETI NG. AND | F NOT, JUST VOTE ON
THAT PORTI ON THERE.

AND THEN I ALSO W SH TO RECOMMEND
THAT WE DELETE THE APPEAL PROCESS AS OUTLI NED I N
SECTI ON E OF ATTACHMENT 1 FOR DENI ALS MADE BY THE
LOAN COW TTEE ON THE BASIS OF CREDI T I N THE
BELI EF THAT BOARD MEMBERS, | DON T THI NK VE WANT
TO BE IN A POSI TION TO BE LOOKI NG AT CREDI T
| SSUES, AT LEAST THAT'S THI S MEMBER S TAKE.

MS. TRGOVCICH: I N TERMS OF THAT SECOND
| TEM THE | TEM E UNDER THE APPEALS PROCESS, STAFF
| NCLUDED THAT, YOU KNOW FOR THE COVM TTEE AND
SUBSEQUENTLY, |F YOU SO DESI RE, THE BOARD TO

CONSI DER AS AN OPTI ON. THE CURRENT APPEALS
PROCESS STOPS AT THE LOAN COWM TTEE LEVEL,
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ALTHOUGH THE BOARD HEARS ALL OF THE LOANS ON THE
BASI S OF THE POLI CY DECI SI ON AROUND THE
ELIGBILITY CRITERIA. TH S IS AN OPTI ON FOR YQU
TO CONSI DER AROUND A CHANGE I N THE APPEALS
PROCESS.

CHAI RMAN RELI'S: SO |' M RECOMVENDI NG NOT
TO GO THAT VWAY.

MEMBER PENNI NGTON: | WOULD SUPPORT THAT.
AFTER ALL, WE HAVE BANKERS ON THE LOAN COWM TTEE
THAT - -

CHAI RMAN RELI'S: | FEEL FAR MORE
COVFORTABLE W TH THEI R JUDGVENTS ON CREDI T THAN MY
OWN.

MEMBER PENNI NGTON: ONLY EXCEPT FOR VWHEN
" M ASKI NG FOR A LOAN.

CHAI RMAN RELI'S: SO IS THE MOTI ON CLEAR?

MS. TRGOVCICH: THE MOTION I S CLEAR
MAYBE | F | CAN JUST COMMENT, G VEN THE DI RECTI ON
ON THE LAST I TEM THE CONTRACT | TEM WHERE YQU
DI RECTED STAFF TO TAKE A LOOK AT, | N CONJUNCTI ON
W TH THE ZONE ADM NI STRATORS, | NCENTI VES AROUND
THE CONVERSATI ONS, MY GUESS |'S, BASED UPON
CONVERSATI ONS | ' VE HAD W TH SOVE OF THE

ADM NI STRATORS, THAT THEY' RE | NTERESTED I N A
PORTI ON OF THAT FEE AS WELL. SO PERHAPS, YOU
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KNOW A DELAY I N THE ACTI ON AROUND THE FEE W LL
ALLOW US TO | NVESTI GATE THE LEGAL SIDE OF I T, BUT
| T WLL ALSO G VE THE ZONE ADM NI STRATORS SOVE
OPPORTUNI TI ES AS VEELL TO TAKE A LOCK AT | NCENTI VES
THEY MAY W SH TO PROPOCSE.

MEMBER PENNI NGTON: WHAT THEY' RE ACTUALLY
SUGGESTING | S | S THAT WE LOVNER OURS SO THEY CAN
GET SOME, SO TO THE APPLI CANT I T DOESN' T REALLY
LOVER I T.

MS. TRGOVCI CH: ONE OPTI ON THAT' S BEEN
CONSI DERED OR HAS BEEN TOSSED ABOUT SI NCE | CAME
TO THI'S PROGRAM | S RETURNI NG 1 OR 2 PERCENT OF
THAT FEE TO THE ADM NI STRATORS FOR A FUNDED LOAN
AS AN | NCENTI VE.

CHAI RMAN RELI'S: SO, MR PENNI NGTON, DI D
| HEAR A SECOND - -

MEMBER PENNI NGTON:  YEAH.

CHAI RMAN RELI' S:  -- ON THE MOTI ON?

SO WE HAVE -- WE' VE MOVED AND
SECONDED THI S MOTI ON.  WE' LL CALL THE ROLL.

THE SECRETARY: MEMBER PENNI NGTON.

MEMBER PENNI NGTON:  AYE.

THE SECRETARY: CHAI RMAN RELI S.

CHAI RMAN RELI S:  AYE.  OKAY.
AND I F | M GHT JUST SUGGEST TO SEE
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WHETHER WE COULD EXAM NE THE POTENTI AL USE OF THE
LOAN ORI G NATI ON FEES, THI S IS MORE A DI RECTI ON
FOR STAFF WORK, I N LI GHT OF THE FI NANCI AL
| NCENTI VE | SSUES DI SCUSSED I N TH S | TEM BECAUSE |
THI NK WE' RE STI LL VERY | NTERESTED | N JUST
EXPLORI NG VARI OQUS WAYS OF PROVI DI NG MORE
ASSI STANCE OR RATHER | NCENTI VES.

MS. TRGOVCI CH: | NCENTI VES COULD BE
FI NANCI AL OR OTHERW SE TO THE ZONE ADM N STRATCRS,
CERTAI NLY. ONE OF THE THI NGS THAT | WAS HOPI NG TO
DO AS A RESULT OF YOUR DI RECTI ON WAS TO BE TO WORK
W TH THE NEW ZONE SECTI ON SUPERVI SOR, M NDY FOX,
TO WORK THROUGH THE ZONE ADM NI STRATORS ASSOCI A-
TI ON TO HAVE THEM CONVENE THEMSELVES AS A GROUP
AND PROPOSE SOME OPTI ONS TO THE BOARD.

CHAI RVAN RELI' S:  OKAY. THAT BRINGS US TO
| TEM 6.

MS. TRGOVCICH: I TEM 6 | S CONSI DERATI ON
OF A REVI SED MARKET DEVELOPMENT REVOLVI NG LOAN
PROGRAM PRI ORI TY RATI NG SYSTEM |'D LIKE TO
PROVI DE A FEW COMVENTS AND THEN ASK YOU HOW YQOU
WOULD LI KE TO PROCEED HERE.

TH'S | TEM WAS PLACED ON THE AGENDA

BY STAFF FOR A COUPLE OF FUNDAMENTAL REASONS.
FI RST AND FOREMOST | S THAT THE CURRENT PRI ORI TY



Please note: These transcripts are not individually reviewed and approved for accuracy.

62



© 00 N oo o B~ wWw N P

N NNN R R R R R R R R R R
W N B O © 0 N O U~ W N Rk O

NN
g b~

RATI NG SYSTEM THAT | S USED BY STAFF WHERE YOU SEE
| T EACH TI ME A LOAN COVES FORWARD TO MARKET
DEVELOPMENT COWM TTEE AND THE BOARD | S A VERY
SUBJECTI VE SYSTEM AND I T'S BEEN VERY DI FFI CULT
FOR STAFF TO APPLY AND HAS NOT GENERALLY BEEN
CONSI STENT AND -- BECAUSE EVERYONE CAN LOOK AT A
LOAN DI FFERENTLY. AND SO WHAT WE WANTED TO DO WAS
TO SEEK THE COW TTEE' S DI RECTI ON ON REVI SI NG THE
CURRENT RATI NG SYSTEM SO THAT | T WAS LESS
SUBJECTI VE AND LESS SUBJECT TO PROTEST POTENTI ALLY
BY ANY BORROWERS.

THE SECOND | SSUE THAT COMES UP AND
HAS ARI SEN THROUGH THE BRI EFI NGS THAT WE' VE HELD
W TH THE VARI OQUS MEMBER OFFI CES IS THE NEED FOR A
PRI ORI TY RANKI NG SYSTEM WHILE YOU MAY -- THE
PURPOSE OF THE PRI ORI TY RANKI NG SYSTEM | S TO RANK
LOANS ONE AGAI NST THE OTHER IN THE EVENT OF
I NSUFFI ClI ENT FUNDI NG FOR THE NUMBER OF APPLI CA-
TI ONS BEI NG CONSI DERED. | T'S A MECHANI SM THAT THE
COW TTEE AND BOARD CAN USE, THEN, |F YOU HAVE
LESS MONEY THAN YOU HAVE APPLI| CATI ONS THAT COULD
BE FUNDED BEFORE YOU, TO RANK THE APPLI CANTS OR
POTENTI AL BORROVERS AND SAY WHI CH ONES YOU WANT TO

FUND.
THIS IS ON TOP OF THE EXI STI NG
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ELIG BILITY CRI TERI A THAT WAS ADOPTED BY THE BOARD
LAST MONTH. SO IT'S A WAY IN WH CH, EVEN THOUGH
THE LOANS MAY BE ELI G BLE, | F YOU HAVE LI M TED
FUNDI NG, TO PRIORITI ZE. WE ARE CURRENTLY NOT | N
THAT SI TUATION, AND IT I'S UNLI KELY THAT WE WLL BE
I N THAT SI TUATION FOR SOVE TI ME TO COVE. WE ARE
WORKI NG TO BE ABLE TO MOVE THE MONEY OUT THROUGH
THE LOAN PROGRAM BUT | T I'S UNLI KELY YOU W LL SEE
THE DEMAND FOR THE FUNDS EXCEED THE SUPPLY OF
FUNDS AVAI LABLE FOR PROBABLY MORE THAN ONE TO TWO
YEARS QUT.

SO I N LI GHT OF THAT, | WOULD LI KE TO
AT LEAST OFFER BEFORE YOU TODAY AS VELL, YOU WOULD
HAVE A NUMBER OF OPTIONS. ONE OPTI ON WOULD BE TO
REVI SE THE RANKI NG SYSTEM  ANOTHER OPTI ON AS WELL
WOULD BE TO CONSI DER ELI M NATI NG I TS APPLI CATI ON
ENTI RELY RI GHT NOW UNTI L WE GET CLOSER TO THAT
SUPPLY AND DEMAND EQUATI ON AROUND THE FUNDS.

WTH THAT, |'D LIKE TO ASK WHAT THE
COW TTEE' S DESI RE WOULD BE, WHETHER OR NOT TO
HEAR THE PRESENTATI ON AROUND THE REVI SI ON OF THE
RANKI NG SYSTEM OR SOME ALTERNATI VE APPROACH.

CHAI RVAN RELI'S:  WELL, | WAS GO NG TO

OFFER, ITF IT'S OKAY WTH MR PENNI NGTON, |
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APPLY

WE' RE TAKI NG ON SOVETHI NG, I N EFFECT, THAT IS
AHEAD OF THE GAME. WE' VE ENCUMBERED OURSELVES
PERHAPS PREMATURELY W TH A RANKI NG SYSTEM THAT | S
NOT REQUI RED RI GHT NOW SO | WOULD FAVOR US
FREEI NG OQURSELVES FROM THAT ENCUVMBRANCE.
VE DO HAVE THE ELI G BILITY CRI TERI A

THEY' VE SERVED US. AND VWHEN AND | F THE TI ME
ARl SES, VWHEN STAFF | DENTI FI ES AN EXCESS OF DEMAND
OVER SUPPLY WHERE CRI TERIA OF THI S WOULD BECOVME
RELEVANT, THEN SO NOTI CE US, AND THEN WE CAN BRI NG
| T UP, CALENDAR IT AS AN I TEM AND LOOK AT THESE
CRI TERI A AND OTHERS AT THAT TIME AND DEAL WTH | T.

MS. TRGOVCICH: AND I T WLL LI KELY BE
SOVE ALTERNATI VE. BOB PO NTED OUT TO ME THI S
MORNI NG, VERY APPROPRI ATELY, THAT AS WE MOVE | NTO
A MONTHLY CYCLE, WHICH WLL LIKELY BE IN THE EARLY
PART OF THE FALL, AND YOU SEE CONTI NUOUS APPLI CA-
TI ONS MOVI NG FORWARD, THE APPLI CATI ON OF A RANKI NG
SYSTEM LI KE THI' S TO RANK ONE LOAN AGAI NST ANOTHER
BECOMES LESS RELEVANT BECAUSE YOU RE NOT SEEI NG
THEM COM NG FORWARD AS A GROUP. YOU RE SEEI NG
THEM MOVE THROUGH CONTI NUOUSLY. SO ONE MONTH YQU
MAY HAVE ONE LOAN, THE NEXT MONTH YOU MAY HAVE

TWO, THE NEXT MONTH YOU MAY HAVE ONE, THE NEXT
MONTH YOU MAY HAVE THREE. SO THE ABILITY TO
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A RANKI NG SYSTEM MAY BE SEVERELY LI M TED.

CHAI RVAN RELIS: SO GIVEN TH'S, | WOULD
LI KE TO MAKE A MOTI ON THAT WE DI RECT STAFF TO
DI SCONTI NUE USE OF THE CURRENT RANKI NG SYSTEM AND
THAT WE DI RECT YOU TO RETURN W TH A NEW PROPOSAL
BASED ON SUGGESTI ONS DI SCUSSED TODAY AND
SUBSEQUENTLY WHEN | T LOOKS LI KE WE' RE GETTI NG
CLOSER TO HAVI NG DEMAND EXCEED SUPPLY.

MEMBER PENNI NGTON: | SECOND THAT.

CHAI RVAN RELIS: | T'S BEEN MOVED AND
SECONDED. WE' LL CALL THE ROLL.

THE SECRETARY: MEMBER PENNI NGTON.

MEMBER PENNI NGTON:  AYE.

THE SECRETARY: CHAI RVAN RELI S.

CHAI RVAN RELIS:  AYE.

| THINK WVE W LL TAKE A FI VE- M NUTE
PAPER BREAK NOW AND DEAL W TH THAT. THANK YOU
VERY MUCH.
( RECESS TAKEN. )

CHAI RVAN RELIS: CALL BACK TO ORDER THE
MARKET DEVELOPMENT COWM TTEE AND TAKE UP OUR LAST
ITEM7. SO IF | COULD ASK EVERYBODY BE SEATED.

MS. TRGOVCICH: | TEM NO. 7 ON YOUR AGENDA

| S CONSI DERATI ON OF THE METHODOLOGY AND
CALCULATI ON OF THE PRELI M NARY - -
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CHAI RMAN RELI'S:  LET'S STOP. WAIT FOR

EVERYBODY TO BE SEATED OR OUT OF THE ROOM
YES, SIR. QUESTI ON WAS WAS THE

PREVI QUS | TEM CONSENT. WE VOTED IT OQUT. |S THERE
ANY | SSUE? SHOULD WE MAKE | T CONSENT OR DO YQU
WANT A DI SCUSSI ON?

MEMBER PENNI NGTON: | THINK I'T'S FINE TO
GO CONSENT.

CHAI RMAN RELI' S: OKAY. WE'LL MAKE I T
CONSENT.

M5. TRGOVCICH I TEM NO. 7, TO REPEAT THE
TI TLE, 1S CONSI DERATI ON OF THE METHODOLOGY AND
CALCULATI ON OF THE PRELI M NARY 1996 AND REVI SED
1995 CALI FORNI A POSTCONSUMER PAPER UTI LI ZATI ON
RATE.

JUST BY WAY OF BACKGROUND ON THI S

| TEM BEFORE | TURN I T OVER TO BRI AN, THI S I S AN
ANNUAL CALCULATI ON THAT |I'S DONE, AND |I'M SURE HE
WLL COVER IN H S PRESENTATI ON WHERE THI S
ORI Gl NATED. | WOULD LI KE TO JUST STATE AS THE
STAFF ON THI S PROGRAM THAT THI S PROGRAM MEANI NG
THE EXAM NATI ON OF PAPER RECOVERY RATES, THE
PROMOTI ON OF PROGRAMS TO ENHANCE PAPER RECOVERY,

'S I NCLUDED AS A PRIORITY ACTIVITY IN THE BOARD S
MARKET DEVELOPMENT PLAN AND THAT WE HAVE USED THAT
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AS THE BASI S OF | NCORPORATI NG THI S ACTIVITY | NTO
OUR ANNUAL WORK PLANS, AND I T'S | NCLUDED AS AN
ACTIVITY I N THE STRATEG C PLAN.

I ONLY SAY THAT SI MPLY BECAUSE THI S
S ONE OF OUR THREE PRI NCI PAL PRI ORI TY MATERI ALS,
AND WE SEE THI S AS A SI GNI FI CANT EFFORT | N MEETI NG
THE 50- PERCENT DI VERSI ON DI RECTI VE OR DI SPOSAL
REDUCTI ON DI RECTI VE, DEPENDI NG ON WHI CH WAY YOU RE
I N.

WTH THAT, |'D LIKE TO TURN | T OVER
TO BRI AN FOR PRESENTATI ON.

MR. FORAN: THANKS, CAREN. MORNI NG, MR

RELI'S, MR. PENNI NGTON. THERE'S ACTUALLY THREE
| TEMS FOR CONSI DERATI ON TODAY. ONE IS THE
CALCULATI ON OF THE PRELI M NARY 1996 UTI LI ZATI ON
RATE FOR TOTAL CALI FORNI A POSTCONSUMER PAPER, QLD
NEWSPAPERS, AND OLD CORRUGATED CONTAI NERS. THEN
THERE' S THE CALCULATI ON OF THE REVI SED 1995
UTI LI ZATI ON RATES. AND THI RD, THERE'S A PROPCSED
REVI SI ON TO THE CALCULATI ON METHOD.

THE BOARD ESTABLI SHED THE
UTI LI ZATI ON GOALS TO PROVI DE | NCENTI VES TO BOOST
PAPER RECOVERY AND RECYCLI NG | N CALI FORNI A I N

ORDER TO REACH 50- PERCENT DI VERSI ON BY THE YEAR
2000. ON DECEMBER 15, 1993, THE MARKET
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DEVELOPMENT COWM TTEE ESTABLI SHED NONMANDATORY
GOALS OF 25 PERCENT POSTCONSUMER PAPER UTI LI ZATI ON
BY THE YEAR 1995 AND 50 PERCENT BY THE YEAR 2000.
THE COWM TTEE ALSO DI RECTED STAFF AND A WORKI NG
GROUP LATER CALLED THE RECOVERED PAPER ADVI SORY
COW TTEE TO ESTABLI SH | NTERI M ANNUAL GOALS AND TO
DEVELOP A METHOD TO CALCULATE THE ANNUAL
UTI LI ZATI ON RATES. ON MAY 25, 1994, THE BOARD
APPROVED THE CALCULATI ON METHOD AND THE | NTERI' M
GOALS.

BASI CALLY THE CALCULATI ON METHOD | S
A SI MPLE QUOTI ENT OF RECOVERY OVER GENERATI ON.
THE TWO COVMPONENTS OF RECOVERY ARE DOMESTI C M LL
CONSUMPTI ON AND EXPORTS OF POSTCONSUMER PAPER.
THE COVPONENTS OF GENERATI ON ARE RECOVERY PLUS
DI SPOSAL. THESE ARE THE GOALS ESTABLI SHED BY THE
BOARD. THE GOAL FOR 1996 IS 40.5 PERCENT.

NOW ' LL GO OVER THE FI NDI NGS THAT |
CONCLUDED I N ANALYZI NG THE RECOVERY DATA. THE
1996 PRELI M NARY POSTCONSUMER PAPER UTI LI ZATI ON
RATE STAFF CALCULATES TO BE 30.7 PERCENT. THI S
WAS 3. 3 PERCENTAGE PO NTS BELOW THE REVI SED 1995
RATE OF 34 PERCENT AND ALSO 9.8 PERCENTAGE PO NTS

LESS THAN 1996 GOAL OF 40.5 PERCENT.
THE PRI MARY REASONS FOR THE LOWER
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1996 RATE WERE A 22- PERCENT DECLI NE | N EXPORTS OF
POSTCONSUMER RECOVERED PAPER BETWEEN 1995 AND 1996
AND A 1. 8- PERCENT | NCREASE | N POSTCONSUMER PAPER
GENERATI ON BETWEEN THOSE TWO YEARS.

CHAI RMAN RELI' S: AND WHAT DOES THE 22
PERCENT EQUATE | NTO A PERCENTAGE? | F WE WERE TO
SAY THAT | T HAD HELD THE 22 PERCENT, THERE WASN T
A 22- PERCENT DROP | N EXPORTS, VWHAT WOULD THAT HAVE
TRANSLATED | NTO - -

MR. FORAN: | F THE 1996 EXPORTS HAD
REMAI NED AT THE SAME LEVEL AS THE 1995 EXPORTS,
THEN THE ' 96 UTI LI ZATI ON RATE WOULD STI LL BE
SLI GHTLY LONER THAN THE REVI SED 1995 RATE BASED ON
THAT | NCREASE | N GENERATI ON.

CHAI RMAN RELI' S: SO AT MOST WE' D BE
LOOKI NG ABOUT 3 PERCENT. IS THAT WHAT | T --

MR, FORAN: AT MOST WE WOULD BE LOOKI NG
AT -- WELL, THE REVI SED 1995 RATE WAS 34 PERCENT,
SO A 3- PERCENT | NCREASE, YOU ARE SAYI NG

CHAI RMAN RELI S:  YES.

MR. FORAN: CORRECT.

CHAI RMAN RELI' S: SO WE' D BE AROUND 33,
34.

MR. FORAN: HAD EXPORTS HELD AT THE ' 95
LEVEL, BUT THAT'S ONE OF THE | SSUES | WANT TO GET
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| NTO BECAUSE ' 95 EXPORTS WERE PHENOMENALLY HI GH AT
A RECORD LEVEL. [|IT'S A TOUGH COVMPARI SON TO PLUG
THAT FI GURE | N.

MEMBER PENNI NGTON: WHAT YOU ARE SAYI NG,
THAT | F THE EXPORT RATES HAD STAYED THE SAME, BUT
THE GENERATI ON RATE | NCREASED, YOU D HAVE TO - -
YOU WOULD ASSUME THAT | F THE GENERATI ON NUMBER
| NCREASED, SO WOULD THE EXPORT NUMBER?

MR. FORAN: NO. ACTUALLY -- WELL, YES,
YOU ARE CORRECT BECAUSE, AGAIN, ONE OF THE
COVPONENTS OF GENERATION | S RECOVERY. ONE OF THE
COVPONENTS OF RECOVERY | S EXPORTS. SO, YES, YOU
WOULD HAVE A CORRESPONDI NG | NCREASE | N GENERATI ON
W TH AN | NCREASE | N EXPORTS.

MEMBER PENNI NGTON:  OKAY.

MR. FORAN: THE 1995 REVI SED RATE, USI NG
THE EXI STI NG CALCULATI ON METHOD, WAS 34. 02
PERCENT. THAT RATE WAS LOWER THAN THE PRELI M NARY
RATE OF 34.25 PERCENT DUE TO TWO FACTORS. ONE WAS
THE ' 95 -- WAS THAT THE 1995 REVI SED U. S. PAPER
RECOVERY FI GURE THAT' S CALCULATED BY THE AMERI CAN
FOREST AND PAPER ASSOCI ATI ON WAS LOVWER THAN THE
PRELI M NARY FI GURE, AND ALSO THE 1995 REVI SED

NEW SUPPLY FI GURE OF PAPER AND PAPERBOARD WAS
H GHER THAN THE PRELI M NARY FI GURE. SO THESE
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1 COMBI NED TO LEAVE THE 1995 REVI SED RATE TO BE

2 SLI GHTLY LONER THAN WHAT | HAD CALCULATED AS A

3 PRELI M NARY RATE LAST YEAR

4 THE PROPOSED REVI SI ON TO THE

5 CALCULATI ON METHOD | S TO USE U. S. NEW SUPPLY OF
6 PAPER AND PAPERBOARD RATHER THAN U. S. PRODUCTI ON
7 AS ONE OF FOUR FACTORS | N EXTRAPOLATI NG GENERATI ON
8 OF POSTCONSUMER PAPER.  AND THE REASON | PROPGOSE
9 TO USE NEW SUPPLY RATHER THAN PRODUCTI ON 1S, NO.
10 1, IS THAT I T'S MORE ACCURATE BECAUSE | T ACCOUNTS
11 FOR BOTH EXPORTS AND | MPORTS OF PAPER PRODUCTS;
12 WHEREAS, PAPER PRODUCTI ON DOESN T. AND -- WELL,
13 THAT | S THE REASON WHY. WHAT THAT DOES, THOUGH,
14 WHEN YOU PLUG I N NEW SUPPLY RATHER THAN

PRODUCT| ON

15 | NTO THE CALCULATI ON METHOD, |S YOU COVE UP W TH
A

16 SLI GHTLY HI GHER UTI LI ZATI ON RATE FOR 1996, 31.1
17 PERCENT VERSUS 30. 67.

18 THE PRELI M NARY 1996 UTI LI ZATI ON
19 RATES FOR OLD NEWSPAPERS AND OLD CORRUGATED

20 CONTAI NERS ARE AS FOLLOWs: THE RATE FOR ONP I S
21 48. 7 PERCENT, WHICH IS SI GNI FI CANTLY LOWER THAN
22 THE REVI SED 1995 RATE. THE PRELI M NARY RATE FOR
23 OLD CORRUGATED CONTAI NERS WAS 49. 72 PERCENT, ALSO

24

SI GNI FI CANTLY LOWER THAN THE REVI SED 1995 FI GURE.
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JUST CHARACTERI ZE, | KNOW THERE'S BEEN A DOWNWARD
TREND | N NEWSPRI NT PRODUCTI ON, | BELI EVE. PAPERS
ARE THI NNER. DO YOU HAVE ANY | DEA WHAT THE
DYNAM C OF THAT IS? CAN I T TRANSLATE I NTO A
NUMBER?

MR. FORAN: YES, | T CAN TRANSLATE | NTO
LESS GENERATI ON OF ONP. EVERYTHI NG ELSE BEI NG
EQUAL, | F THERE WAS STILL THE SAME AMOUNT OF
Cl RCULATI ON OF NEWSPAPERS, THE SAME SUBSCRI PTI ONS
OUT THERE, THEN CONSEQUENTLY THERE WOULD BE LESS
NEWSPRI NT BEI NG PURCHASED BY THE PUBLI SHERS, AND
CONSEQUENTLY LESS NEWSPRI NT BEI NG PRODUCED BY THE
MANUFACTURERS. SO THAT WOULD LEAD TO LESS
GENERATI ON.

CHAI RMAN RELI' S:  THAT WAS ONE OF THE
REASONS, | F YOU RECALL, BRI AN, SOVE OF YOU HERE,
VWHEN WE WERE TRYI NG TO ATTRACT -- DI SCUSS W TH THE
MACM LLAN BLOEDEL PEOPLE I N THE NEWSPRI NT M LL,
THEY DECI DED, FOR VARI QUS REASONS AMONG THEM TO
NOT BU LD A NEWM LL IN TH S STATE OR ANYWHERE
BECAUSE OF THE DECLI NI NG -- WHAT THEY SAW AS WEAK
DEMAND FOR ONP.

MR. FORAN: THI S HAS BEEN A STRATEGY BY

THE NEWSPRI NT PUBLI SHERS TO LOVNER THEI R PURCHASES
OF NEWSPAPER AT A Gl VEN PRI CE. THEY JUST DON T
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NEED AS MUCH TO PUT OQUT THE SAME NEWSPAPER BY
W DENI NG THE MARGI NS I'N THE PRI NT AND CUTTI NG THE
ACTUAL SIZE OF THE NEWSPAPER, BUT | T'S VERY
I NSI GNI FI CANT | N TERMS OF THE RECOVERY RATES THAT
WE' RE LOCKI NG AT HERE.

THE REASON THAT ONP AND OCC RATES IN
' 96 DROPPED WAS THE SAME REASON AS THE TOTAL PAPER
FI GURE DROPPED, PRI MARILY DUE TO A LARGE DROP | N
EXPORTS AND, AGAIN, DUE TO SUBSEQUENT | NCREASE | N
GENERATI ON, AT LEAST HERE | N CALI FORNI A.

REGARDI NG THE REVI SED 1995 RATES FOR
OLD NEWSPAPERS AND OLD CORRUGATED CONTAI NERS, YOU
CAN SEE THAT THERE' S A SI GNI FI CANT DI FFERENCE
BETWEEN VWHAT | CALCULATED AS THE PRELI M NARY RATES
FOR THOSE TWO PAPER GRADES LAST YEAR AND WHAT |'M
PROPOSI NG | S THE REVI SED RATES THI S YEAR.
TYPI CALLY YOU DON' T SEE THAT MJCH DI FFERENCE
BETWEEN A REVI SED AND A PRELI M NARY RATE. THE
REASON THAT THERE IS SUCH A DI FFERENCE I N THI S
CASE, AND YOU W LL NOTI CE THAT ONE OF THOSE
FI GURES FOR CORRUGATED CONTAINERS IS A H GHER RATE
AS OPPOSED TO OLD NEWSPAPERS GO NG DOWN, | S
BECAUSE THI S CALCULATI ON USES CORRECT DATA,

WHEREAS, LAST YEAR THE -- AND I N PREVI QUS YEARS
THE DATA | HAD USED WAS NOT THE CORRECT DATA. IT
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WAS STILL FROM THE RI GHT DATA POOL. |IT WAS SI MPLY
A-- I'T WAS A SELECTION -- WHEN YOU RE LOCKI NG AT
AN EXCEL SPREADSHEET, WHICH | S WHERE | ENTER ALL
THE DATA, |F YOU JUST H T THE WRONG COLUMN, YQU
RESULT I N A WVRONG FI GURE. SO THAT' S ACTUALLY VHAT
HAPPENED.

NOBODY SEEMED TO NOTI CE, BUT THAT' S
EXACTLY VWHAT WAS GO NG ON W TH ONP AND OCC RATES
THE LAST FEW YEARS. | T DIDN T NECESSARI LY MAKE
BOTH OF THEM LONER. IN THE CASE OF ONP -- OR IN
THE CASE OF ONP, | T WAS ACTUALLY A HI GHER FI GURE
THAN WHAT | T SHOULD HAVE BEEN. SO CONSEQUENTLY,
NOW THAT |' M USI NG THE CORRECT DATA, THE RATE FOR
ONP GOES DOWN, THE RATE FOR OCC GOES UP. AND THI S
| S ALSO TRUE FOR THE YEARS PRI OR TO 1995.

UTI LI ZATI ON OF POSTCONSUMER PAPER | N
ALTERNATI VE PRODUCTS IS ALSO ONE OF THE | SSUES
THAT THE COWM TTEE DI RECTED STAFF TO TRACK. AND
USE OF POSTCONSUMER PAPER | N SUCH ALTERNATI VE
PRODUCTS AS BUI LDI NG MATERI ALS, COWPCOST, CELLULOSE
| NSULATION |'S I NCLUDED | N THE UTI LI ZATI ON RATE.
STAFF ESTI MATES THAT THE ' 96 USE OF POSTCONSUMER
PAPER | N ALTERNATI VE PRODUCTS DI D | NCREASE FROM

"95 TO ' 96 ON THE ORDER OF ABOUT 6, 000 TONS.
MOST OF THE PAPER USED | N
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ALTERNATI VE PRODUCTS IS OLD NEWSPAPERS, AND THE
LARGEST PRODUCT BY -- ALTERNATI VE PRODUCT BY FAR
| S CELLULGOSE | NSULATI ON.  STAFF HAS STI LL BEEN
UNABLE TO VERI FY ANY SI GNI FI CANT QUANTI TI ES OF
POSTCONSUMER PAPER BEI NG USED TO PRODUCE COMPOST
I N THE STATE.

CHAI RMAN RELI'S: | KNOW I N ALL MY TRAVELS
" VE NEVER REALLY SEEN I T OTHER THAN | NCI DENTAL.

MR. FORAN: NOWI'D LIKE TO GO OVER SOME
OF THE KEY | SSUES THAT AFFECTED THE RATES FOR
1996. FIRST OF ALL, EXPORTS. AS YOU CAN SEE FROM
THI S CHART, 1996 EXPORTS OF POSTCONSUMER PAPER
FROM CALI FORNI A WERE SI GNI FI CANTLY LOWER THAN
THOSE FOR 1995. BUT AS | MENTI ONED BEFORE, THE
REASON THEY WERE SO MUCH LOVWER WAS BECAUSE 1995
WAS SUCH A STRONG YEAR FOR EXPORTS. AND I F YQU
JUST TRACK | T BACK, AT LEAST BACK TO 1991, YQU CAN
SEE HOW MUCH HI GHER 1995 WAS THAN ANY OF THOSE
PREVI OQUS YEARS. AND, IN FACT, I'T WAS A RECORD
YEAR FOR EXPORTS, NOT ONLY FROM CALI FORNI A BUT
FROM THE ENTI RE UNI TED STATES.

LOOKI NG AT ' 96 VERSUS THE OTHER FI VE

YEARS I N THI S GROUP, YOU CAN SEE THAT EXPORTS

REALLY WEREN' T ALL THAT LOWIN 1996 FROM A
HI STORI CAL PERSPECTI VE. NONETHELESS, | N CONTRAST
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1 TO ' 95, THAT'S WHAT ACCOUNTED FOR THE DECLI NE I N
2 UTI LI ZATI ON RATE PRI MARI LY.

3 MEMBER PENNI NGTON: WHAT DO YOU ATTRI BUTE
4 THE DROPOFF TO?

5 MR, FORAN: GOOD QUESTI ON. THE PRI MARY
6 REASON THAT EXPORTS DECLI NED IN ' 96 WAS THAT THE
7 PACI FI C ASI AN COUNTRI ES THAT WE SHI P MOST OF OUR
8 PAPER TO OVERSEAS, THEI R ECONOM ES WERE WAY OFF
9 LAST YEAR. I N FACT, | HAD READ THAT BECAUSE
THESE

10 ECONOM ES WERE SO FAR OFF AND CONSEQUENTLY DEMAND
11 FOR PAPER PRODUCTS, AMONG OTHER THI NGS, DECLI NED
12 THAT PAPER PRCDUCTI ON | N THESE COUNTRI ES WAS ONLY
13 RUNNI NG AT ABOUT 65 PERCENT OF THE CAPACI TY OF
14 THEIR MLLS. TH S IS THROUGHOUT THE ENTI RE

15 PACI FI C ASI AN REGI ON, NOT NECESSARI LY ONE
COUNTRY.

16 AND SI NCE THEY USE OUR POSTCONSUMER
17 PAPER AS A GOOD PERCENTAGE OF THEI R FEEDSTOCK, | F
18 THEY' RE NOT PRODUCI NG PAPER, THEY DON T NEED THE
19 FEEDSTOCK AS MUCH. SO JUST ECONOM C CONDI TI ONS
IS

20 THE BOTTOM LI NE

21 THE OTHER FACT -- ANOTHER FACTOR

22

THAT LED TO DECLI NE I N THE 1996 RATE WAS THE FACT
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23 THAT THE POSTCONSUMER PAPER CONSUMED AT PAPER
24 M LLS IN THE MOUNTAI N PACI FI C REG ON, WHI CH
25 CALI FORNI A SHI PS I TS PAPER TO AS WELL AS
CONSUM NG
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1 PAPER AT THE M LLS IN OQUR OWN STATE, WHILE THE

2 PAPER CONSUMED AT THESE M LLS THAT ORI GI NATED
FROM

3 CALI FORNI A DI D GO UP BETWEEN ' 95 AND ' 96, OUR

4 PERCENTAGE SHARE OF WHAT' S BEI NG CONSUMED AT
THESE

5 M LLS VWENT DOWN, WHI CH MEANS THAT THERE | S MORE
6 PAPER BEI NG CONSUMED AT THESE M LLS, FOR EXAMPLE,
7 I N WASHI NGTON AND OREGON, ARI ZONA, AND COLORADO.
8 THEY ARE CONSUM NG MORE PAPER FROM STATES THAT
ARE

9 CLOSER TO THOSE M LLS THAN THEY ARE TO US THAN
10 THEY HAVE HI STORI CALLY.

11 AND THE REASON FOR THAT | S BECAUSE
12 THESE STATES ARE ON AN UPSW NG AS FAR AS

13 | NCREASI NG THEI R PAPER RECOVERY THROUGH | NCREASED
14 CURBSI DE RECYCLI NG PROGRAMS, COMMERCI AL

COLLECTI ON

15 PROGRAMS, WHATEVER. WE WERE AHEAD OF THE CURVE
I N

16 THE EARLY '90S. THESE STATES ARE CATCHI NG UP

W TH

17 US. SO IF THEY' RE CLOSER TO THE M LLS, THE PAPER
18 IS GO NG TO GO THERE. WE'LL STILL HAVE FI RST

SHOT
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19 AT CALI FORNIA M LLS AND WE' LL STILL HAVE FI RST
20 SHOT AT EXPORTS I N TERMS OF COST OF DELI VERI NG
THE

21 PAPER THERE. BUT NONETHELESS, THIS IS A FACTOR
22 HERE.

23 AND LI KELY I WOULD PRQIECT THAT THE
24 TREND OF OUR, QUOTE, MARKET SHARE OF CONSUMPTI ON
25 AT THESE M LLS W LL CONTINUE TO GO DOWN AS
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RECOVERY PROGRAMS | N THESE STATES CONTI NUES TO
RISE, WHHCH WLL SIMPLY MAKE US MORE DEPENDENT ON
THE OVERSEAS MARKETS.

MEMBER PENNI NGTON:  VWHICH IS GOOD FOR

NATI ON, BUT BAD FOR US.
MR. FORAN: ONE OTHER PO NT ON THE
MOUNTAI'N AND PACI FI C M LLS IS THAT, OR AT LEAST

THE WVHOLE REG ON, IS THAT WE HAVE NOT HAD ANY NEW
RECYCLED PAPER M LLS BUILT I N CALI FORNI A | N OVER
TEN YEARS. THERE HAVE BEEN SOME CAPACI TY
ADDI TI ONS AT EXI STING M LLS; BUT IF A MLL IS
GO NG TO BE BUI LT UP | N WASHI NGTON, THAT PAPER | S
GO NG TO BE MOSTLY DRAWN FROM THAT AREA.
THE THI RD FACTOR THAT LED TO A
DECREASE I N THE 1996 RATE WAS | NCREASED
POSTCONSUMER PAPER GENERATI ON.  YOU CAN SEE FROM
THESE LAST TWO BARS ON THE CHART THAT GENERATI ON
DI D I NCREASE I N 1995 -- | MEAN I N 1996 FROM 1995.
SI NCE WVE BEGAN TRACKI NG GENERATI ON BACK I N 1990,
GENERATI ON HASN T REALLY | NCREASED ALL THAT MJCH.
I T"S ABOUT 3 OR 4 PERCENT ON A PERCENTAGE BASI S.
NONETHELESS, BECAUSE YOU ARE

TALKI NG
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24 DOES | NCREASE, THEN I T TAKES AT LEAST AS MJCH
25 RECOVERY TO CATCH UP W TH THAT TO KEEP THE
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UTI LI ZATI ON RATE AT THE SAME LEVEL. IF IT
DOESN T, THEN THE RATE | S GO NG TO DROP.

CHAI RMAN RELI'S: SO THE PAPERLESS OFFI CE
IS STILL YET TO MATERI ALI ZE.

MEMBER PENNI NGTON:  WELL, CERTAINLY I N
GOVERNMENT, ANYVWAY.

CHAI RMAN RELI'S:  WE HAVE TO DO OUR OWN
AUDI T TO SEE WHAT OUR GENERATI ON RATE I S.

MEMBER PENNI NGTON: HOWEVER, | BET OUR
E- MAI LS HAVE HELPED US.

MR. FORAN: AND | W LL REPEAT THE PO NT
THAT MR, RELI'S HAD BROUGHT UP, THAT EVEN I F 1996
EXPORTS HAD REMAI NED AT THE SAME LEVEL AS THEY
WERE I'N 1995, VWHI CH WAS A RECORD HI GH, THE ' 96
UTI LI ZATI ON RATE WOULD STI LL HAVE BEEN LOVWER THAN
THE REVI SED ' 95 RATE DUE TO | NCREASED GENERATI ON.
OKAY.

PRQIECTI ONS FOR THE YEAR 1997. MOST

OF THE WELL- KNOWN, RESPECTED PAPER RECYCLI NG
ANALYSTS HAVE PROQJECTED 1997 TO BE A BETTER YEAR
THAN1996. A SURVEY OF THESE ANALYSTS REVEALED ON
AVERAGE THAT EXPORTS WOULD -- FOR THE ENTI RE
UNI TED STATES WERE PRQJECTED TO | NCREASE 15.1

PERCENT AND DOMESTI C M LL CONSUMPTI ON WAS
PROQIJECTED TO | NCREASE 3.2 PERCENT. | F THOSE
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1 FI GURES WERE PLUGGED | NTO CALI FORNI A" S EXPORTS

AND

2 MOUNTAI' N AND PACI FI C REG ON PAPER M LL

CONSUMPTI ON

3 ORI G NATI NG FROM CALI FORNI A, WE COULD ANTI CI PATE
4 AN | NCREASE | N OUR PAPER UTI LI ZATI ON RATE FROM
THE

5 30.1 PERCENT THAT IT WAS IN '96 TO 33. 46
PERCENT.

6 HOWEVER, THAT WOULD STILL LEAVE THE RATE NEARLY
7 9.5 PERCENTAGE PO NTS LOWER THAN THE GOAL OF
42.9

8 PERCENT FOR 1997.

9 AND EXPORTS HAVE | NCREASED THE
LAST

10 COUPLE MONTHS, BUT THEY' RE VERY VOLATI LE, AND
VWHO

11 KNOWS | F THAT' S GO NG TO STAY THE SAME
THROUGHOUT

12 THE REST OF THE YEAR OR | F IT'S JUST GO NG TO --
13 THE BOTTOM | S GO NG TO DROP OQUT AGAIN. THIS IS
14 THE WAY THE EXPORT MARKET WORKS. AND WHAT' S

15 SI GNI FI CANT ABOUT THAT FOR CALI FORNI A | S THAT WE
16 RELY ON THOSE EXPORT MARKETS, AT LEAST IN '96 WE
17 DI D, FOR 37 PERCENT OF THE PAPER THAT WE

CONSUME;
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18 VWHEREAS, ON A NATI ONAL LEVEL, THE U.S. ONLY
RELI ES

19 ON OVERSEAS EXPORTS FOR ABOUT 17 PERCENT OF THE
20 PAPER THEY CONSUME. SO WE'RE -- WHEN TI MES ARE
21 GOOD, WE' RE AHEAD OF THE CURVE. WHEN THEY' RE
BAD,

22 VWE' RE REALLY HURTI NG DUE TO OUR RELI ANCE ON THE
23 OVERSEAS MARKETS.

24 OKAY. IN SPITE OF THE PCSI Tl VE
25 PROQIECTI ONS FOR 1997, THERE ARE SOVE FACTORS
THAT
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COULD KEEP THOSE | MPROVEMENTS FROM TAKI NG PLACE.
AND THESE ARE THE FOUR MAJOR ONES THAT |
| DENTI FI ED. ONE | S REDUCED PAPER RECOVERY
PROGRAMS. WE SAWI N 1996 A FALLI NG OFF OF
COMMERCI AL RECOVERY PROGRAMS DUE TO THE LOWER
PRI CES FOR RECOVERED PAPER. COMVERCI AL PROGRAMS
BEI NG MARKET BASED ARE VERY ELASTIC TO PRICES. |IF
| T DOESN' T MAKE A PRCFI T FOR THESE COVPANI ES TO GO
| NTO OFFI CES OR OTHER TYPES OF BUSI NESSES TO
RECOVER PAPER DUE TO THE LOW PREVAI LI NG MARKET
PRI CE, THEY WON' T COLLECT FROM THAT OFFI CE AND
RECOVERY W LL DROP.

RESI DENTI AL PROGRAMS TEND TO BE A
LOT MORE STEADY BECAUSE | T'S VERY DI FFI CULT STOP A
CURBSI DE PROGRAM BECAUSE PRI CES ARE DOWN, AND W\E
CERTAI NLY WOULD HOPE THAT THEY WOULDN T. HOWEVER,
| HAD READ ABOUT CERTAI NLY IN THE REST OF THE
UNI TED STATES WE DI D SEE SOVE MAJOR CURBSI DE
RECYCLI NG PROGRAMS SHUTTI NG DOWN DUE TO MARKET
PRI CE COLLAPSE. ONE IN PH LADELPHIA, MAM IS
CONSI DERI NG DROPPI NG CURBSI DE ALTOGETHER, SOME
PROGRAMS | N CALI FORNI A HAVE CONSI DERED DROPPI NG
M XED PAPER BECAUSE | T WAS AT A NEGATI VE VALUE I N

' 96.
| F MARKETS DON' T | MPROVE, WE COULD
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SEE A CONTI NUATI ON OF THI S REDUCED RECOVERY. |IF
GENERATI ON OF PAPER CONTI NUES TO | NCREASE I N
CALI FORNI A, AS IT HAS DUE TO THE STRENGIH OF OUR
ECONOWY - - GENERATI ON TYPI CALLY GOES HAND | N HAND
WTH A STRONG ECONOMY -- | T WLL I NCREASE I N THE
UTI LI ZATI ON RATE AND MAKE I T THAT MJUCH MORE
CHALLENG NG.

OVERALL I'N THE UNI TED STATES,
ALTHOUGH CALI FORNI A" S ECONOWY WAS STRONG | N ' 96,
| T WAS ACTUALLY A VERY POOR YEAR FOR THE PAPER
| NDUSTRY. THERE WAS VERY WEAK DEMAND,
PARTI CULARLY FOR PACKAGH NG MATERI ALS, AND
CONSEQUENTLY, AS JUST W TH WEAK DEMAND | N OVERSEAS
COUNTRI ES, THERE WAS LESS DEMAND FOR RECOVERED
PAPER.

AND THEN FI NALLY, THE REAL KEY TO
CALI FORNI A I S WHETHER OR NOT THE ECONOM ES | N
THESE PACI FI C ASI AN COUNTRI ES REBOUND OR NOT. |IF
THEY DON'T, IT'S GO NG TO BE VERY DI FFI CULT TO
BOOST OUR UTI LI ZATI ON RATE.

I N CONCLUSI ON, I N ORDER TO ACHI EVE
50 PERCENT OVERALL DI VERSI ON, CALI FORNI A" S
POSTCONSUMER PAPER UTI LI ZATI ON RATE MUST | NCREASE

BEYOND | TS CURRENT RATE OF 31 PERCENT.
CALI FORNI A" S UTI LI ZATI ON RATE | S CURRENTLY WELL
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BELOW THE GOALS ESTABLI SHED BY THE BOARD TO SERVE
AS | NCENTI VES FOR ACHI EVI NG 50 PERCENT OVERALL

DI VERSION. TH' S CHART HERE, THE TOP LI NE SHOAG
WHAT THE GOALS ARE, REACHI NG 50 PERCENT BY THE
YEAR 2000. THE LOWER LINE | S WHAT THE RATES THAT
WE' VE TRACKED OVER THE LAST SEVEN YEARS HAVE BEEN.
AND |'LL TAKE ANY QUESTI ONS YOU HAVE.

CHAI RMAN RELI'S: THANK YOU FOR THE
PRESENTATI ON. A FEW COMMENTS | ' VE BEEN THI NKI NG
ABOUT | N BRI EFI NGS THE SI TUATION AS I T SEEMS TO
HAVE SHAPED UP. OBVI OUSLY PAPER RANKS W TH
ORGANI CS, AND ONLY TO A LESSER DEGREE C&D, AS ONE
OF THE THREE CRI TI CAL MATERI ALS THAT WE MJST
RECOVER AT HI GH RATES TO ACHI EVE OUR GOAL.

LAST YEAR | THI NK WE HAD ALMOST A
CELEBRATI ON HERE ON THE SI TUATI ON W TH PAPER
BECAUSE WE WERE TRACKI NG PRETTY CLOSE TO OUR -- WE
WERE OFF, BUT WE WERE STILL TRACKI NG CLOSE TO THE
UTI LI ZATION GOAL. THI'S YEAR I T WAS A SURPRI SE TO
ME, ALTHOUGH AFTER TWO YEARS OF DEPRESSED PAPER
PRI CES, ONE DOES, |F ONE'S EVER BEEN | NVOLVED | N
THE RECYCLI NG ARENA | N DETAIL, YOU SEE THE SUPPLY/
DEMAND SI TUATI ON AFFECT THE MARKETPLACE. AND TWO

YEARS OF VERY DEEP PRI CE LOSSES I N THAT FI ELD
PROBABLY CAUSED A LOT OF PEOPLE TO PULL OUT.
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BUT THE FACT REMAI NS AND VWHATEVER
THE RATE DI SPARITY IS, EVEN IF I T WAS ADJUSTED
SLI GHTLY, IT'S STILL A LARGE GAP, AND I T SHOULD BE
OF CONCERN TO US.

MY THOUGHTS ON THI S AT THI S PO NT
ARE THAT WE HAVE TWO | SSUES. ONE'S THE RATE;
THAT'S THE MECHANICS OF I T. BUT THEN THERE' S THE
MORE PERPLEXI NG QUESTI ON OF, WELL, IF IT' S SQ
WHAT DO YOU DO ABOUT I T? WHAT ARE OUR OPTI ONS FCOR
EFFECTI NG A CHANGE | N UTI LI ZATI ON.  WELL, THE WAY
| READ YOUR REPORT, BRI AN, |IS THAT PAPER
UTI LI ZATI ON | TSELF HAS | NCREASED, NOT
DRAMATI CALLY, BUT IT IS NOT -- THE UTI LI ZATI ON
COVPONENT HAS NOTT SHOWN A DOWNWARD DI RECTI ON.

MR. FORAN: YOU MEAN DOVESTI C
UTI LI ZATI ON.
CHAI RMAN RELI' S:  DOMESTI C UTI LI ZATI ON.

YEAH. WE HAVE OUR SPECI AL UTI LI ZATI ON | SSUE HERE
I N CALI FORNI A. | TH NK THAT WOULD BE VERY
DI SCONCERTI NG | F WE WOULD BEGI N TO SEE A DROP | N
UTI LI ZATI ON ACROSS THE COUNTRY. WE' VE GOT' OQUR OWN
SI TUATI ON.

I THI NK CALI FORNI A HAS A COUPLE OF

VERY COWPLEX FACTORS. ONE, WE RELY HEAVI LY AND
H STORI CALLY ON THE EXPORT MARKET. THAT IS JUST
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THE WAY BEI NG A PACI FI C RIM STATE AND ALSO THE
FACT THAT WE HAVE FEW M LLS. THAT SI TUATI ON
REMAI NS VI RTUALLY UNCHANGED SI NCE THE WHOLE TI ME
" VE BEEN ON THI S BOARD. WE HAVE NOT SEEN,
DESPI TE OUR EFFORTS, ANY MOVE BY THE PAPER
| NDUSTRY TO BUI LD HERE. AND THAT'S FOR -- IN A
LARGE SENSE, TO BUI LD NEW FACI LI TIES HERE. WELL,
YOU RE GRI MACING A LITTLE, BUT I HAVEN T SEEN I T.

MR. FORAN: THERE HAVE BEEN SOVE EFFORTS
MADE.

CHAI RMVAN RELI'S:  EFFORTS, BUT |' M TALKI NG
ABOUT ACTUAL PLANTS. AND THOSE ARE FOR ECONOM C
REASONS. WE ONLY HAVE A VERY LIM TED ABILITY TO
AFFECT WHETHER A PAPER M LL COMES OR DOES NOT COVE
| NTO THI S AREA. SOMETIMES | W SH WE HAD THE
SI TUATI ON OF STATE OF WASHI NGTON WHERE THEY DI D
ALL THEI R M LL EXPANSI ONS, AND THEN THE PAPER
SUPPLY IS CLOSE TO HOVE, AND THEY' RE GO NG TO HAVE
A MORE FAVORABLE MARKET THAN WE DO.

THEN THERE' S THE QUESTI ON OF, BRI AN,

YOU VE RAI SED THE CONCERN ABOUT, WELL, RECOVERY
M GHT BE DOWN AND WHAT WOULD BE THE EXPLANATI ONS
FOR THAT? WOULD THAT BE MORE PASS- THROUGH OF

MATERI AL AT MRF' S? WOULD | T BE BECAUSE THE PAPER
| SN T AS VALUABLE? YOU JUST LET MORE THROUGH THE
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MOTI ON.

SYSTEM  OR CURBSI DE RECOVERY, |S THAT AS ROBUST
AS | T SHOULD BE? ARE PARTI Cl PATI ON RATES PERHAPS
LACKI NG I N THAT SCORE? WHAT'S OUR ABILITY TO
AFFECT THAT?

WASTE GENERATI ON, A CRI TI CAL FACTOR;
OUR SOURCE REDUCTI ON EFFORTS, | THI NK, ARE
PO NTED. | THINK, |IF ANYTHI NG, THI S UNDERSCORES
THE | MPORTANCE OF MAI NTAI NI NG OR | NCREASI NG OUR
EFFORTS AT -- DI RECTED AT WASTE REDUCTI ON AND
PAPER BEI NG A PRI ORI TY.

SO | GUESS WHAT |I'M SAYI NG I N ALL
THIS I'S THAT | T APPEARED LAST YEAR THAT THI S WAS
NOT -- THAT THE PAPER AREA WAS NOT A SUBJECT OF
GREAT CONCERN. | T WAS OF CONCERN, BUT WE HAD
DECI DED THAT WE WOULD FOCUS HEAVI LY ON ORGANI CS,
HEAVI LY ON C&D. AND WHAT THI' S TELLS ME | S THAT
WE' VE GOT A SUBSTANTI AL AMOUNT OF WORK TO DO I N
UNDERSTANDI NG CLEARLY THE DYNAM CS AS FAR AS V\E
CAN TAKE |I'T AND THEN FI GURI NG OQUT WHAT COURSE OF
ACTION, |F ANY, TO TAKE.

SO WTH THAT, |'M PREPARED TO MAKE A
FI RST, ON THE RATE, | THI NK WE SHOULD

ADOPT THE RATE AS DEVELOPED BY STAFF ON PAGE 50 OF

THI'S | TEM AND DI RECT STAFF TO WORK W TH EXPERT
PARTI ES, EVALUATE OPTIONS TO | MPROVE THE
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METHODOLOGY, | F THERE IS ANY, AND REVI EW THE
PROCESS, AND RETURN TO THE COWM TTEE W TH
RECOMVENDATI ONS AS SOON AS POSSI BLE, BUT THAT WE
ADOPT THE RATE W TH THAT TODAY. AND - -

MEMBER PENNI NGTON: |'LL SECOND THAT.

CHAI RMVAN RELI'S:  WE HAVE A SECOND. |'LL
ASK FOR A ROLL CALL VOTE ON THAT.

THE SECRETARY: MEMBER PENNI NGTON.

MEMBER PENNI NGTON:  AYE.

THE SECRETARY: CHAI RMAN RELI S.

CHAI RMAN RELI' S:  AYE.

SECONDLY, THI S | S MORE A DI RECTI VE

OF WHAT TO DO IN LIGHT OF THIS. IN LIGHT OF THE
RATE CALCULATI ON SHOW NG A DOWNWARD TREND, DI RECT
STAFF TO CONVENE | NTERESTED EXPERT PARTIES TO
EXAM NE THE PAPER GENERATI ON RECOVERY SYSTEM AND
RECOMVEND MAJOR FUTURE ACTI ONS W THI N THE
FRAMEWORK OF THE STRATEG C PLAN AND 50- PERCENT
I NI TI ATI VE TO ADDRESS PROBLEMS I N THE SYSTEM W TH
STAFF TO REPORT BACK TO THE COMM TTEE W THI N TWO
TO THREE MONTHS BECAUSE | THI NK YOU ARE GO NG TO
NEED SOVE TI ME TO WORK ON THAT, NOT TOO MUCH TI ME,
BUT | KNOW YOU HAVE MANY COWM TMENTS, AND WE WANT

THI 'S DONE WELL.
MS. TRGOVCICH: THI'S DI RECTI ON WOULD BE
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AT THE STAFF LEVEL, SO VWE WOULD ENTERTAI N AND BE
VORKI NG W TH THOSE | NTERESTED EXPERTS.

CHAI RMAN RELI'S:  YES, AND WE M GHT, OF
COURSE, OUR ADVI SORS AND BOARD MEMBERS AS WE W SH
WOULD COME | N AND OQUT OF THAT, BUT A STAFF- MANAGED
EFFORT.

MEMBER PENNI NGTON: | WOULD JUST ASK THAT
VE KNOW VWHO THE EXPERTS ARE.

MS. TRGOVCI CH:  WHAT WE CAN DO |'S PROVI DE
EACH ONE OF THE COWM TTEE MEMBERS' OFFI CES W TH AN
| DENTI FI CATI ON OF NEXT STEPS UNDER THI S DI RECTI ON,
VHI CH WOULD | NCLUDE TIM NG, | T WOULD | NCLUDE THE
VWHO, AND I'T WOULD | NCLUDE THE WHAT, WHAT WE' RE
GO NG TO BE PROPOSI NG TO DO W TH THEM

CHAI RMAN RELI' S:  THAT DOESN' T NEED A
MOTI ON, AS | UNDERSTAND. THAT'S JUST A DI RECTI VE
FROM THI S COW TTEE.

MS. TRGOVCI CH:  UNDER THE MOTI ON THAT YOU
JUST MADE ON THE RATE, THOUGH, WOULD YOU BE
PLACI NG THAT ON THE CONSENT CALENDAR OR W SH THAT
TO BE HEARD AT THE BOARD MEETI NG?

CHAI RMAN RELI'S: DO YOU HAVE A PROBLEM
W TH I T BEI NG ON CONSENT?

MEMBER PENNI NGTON:  NO.
CHAI RMAN RELI' S:  OKAY. CONSENT. OKAY.
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1 THAT CONCLUDES OUR BUSI NESS FOR TODAY, AND WE' LL
NOW ADJ OURN.

4 (END OF PROCEEDI NGS AT 11:50 A. M)
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